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Stores  Are  Confident  That  Sales  Will  Continue  Upward  in  Second  Half  4 
More  than  300  store  heads,  representing  a  total  volume  of  more  than  $3 
billion,  contributed  to  NRMA's  survey  of  retailers'  business  expectations 


for  the  second  half  of  1959.  By  J.  Gordon  Dakins 

Every  Retailer  Needs  A  Public  Relations  Program  .  11 


Your  store  may  be  the  community's  leading  corporate  citizen,  but  you 
cannot  afford  to  take  favorable  public  sentiment  for  granted.  Suggested: 
a  management-directed  program  that  will  (1)  make  enthusiastic  public 
relations  representatives  out  of  your  own  employees  and  (2)  tell  the  full 
story  of  your  importance  to  the  community.  By  Na'.h.an  J.  Gold 

Highlights  of  the  Harvard  Report  .  IS 

Department  store  performance  matched  that  of  1957  almost  to  the  per¬ 
centage  point.  One  wouldn't  be  able  to  guess  from  these  figures  that 
there  had  been  any  business  recession.  By  Malcolm  P.  McNair 

The  True  Costs  of  Selling  on  Credit .  16 

A  warning  that  many  stores  are  approaching  the  limit  of  credit  extension 
on  today's  prevailing  terms  because  they  are  subsidizing  it  out  of  mer¬ 
chandising  profits.  Needed:  a  realistic  measurement  of  credit  expenses, 
including  the  cost  of  capital  at  its  true  rate.  By  John  F.  Lebor 

The  Management  of  Credit  Sales .  18 

A  report  on  the  midyear  conference  of  the  Credit  Management  Division. 


Report  to  Management:  The  Toy  Department .  23 

Over  the  past  five  years,  toy  volume  in  department  stores  has  inched  up 
a  percentage  point  or  two,  while  the  toy  industry  has  increased  its  volume 
by  one-third.  This  report,  based  on  surveys  and  interviews  with  industry 
people  and  store  buyers,  tells  how  department  stores  might  do  more 
business  more  profitably. 

The  Turnover  in  Young  Executive  Personnel .  39 

Retail  management  should  give  more  attention  to  safeguarding  its  sizable 
investment  in  career  executives.  Too  many  are  trained  only  to  be  lost. 

By  E.  C.  Lipman 

Gross  Margin  Return  on  Inventory  Investment .  42 

The  relationship  between  turnover  and  gross  margin  is  crucial  for  the 
production  of  a  satisfactory  return  on  inventory  investment.  This  article 
offers  a  formula  for  computing  what  gross  margin  is  needed  to  produce 
the  same  return  at  different  rates  of  turnover.  By  R.  W.  Maycock 

Hunutn  Relations  in  Supervision  .  44 

The  aim  of  supervision  is  to  get  the  job  done.  Here's  a  portrait  of  the 
effective  supervisor  who  gets  the  job  done  by  setting  high  standards  for 
his  department  and  using  individual  evaluation  to  stimulate  each  worker 
to  do  his  best.  By  Harry  £.  Green 
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Advice  on  merchandise  selection,  art  work,  copy  techniques  and  mailing 
procedures,  and  some  information  about  production  methods  and  produc¬ 
tion  costs,  from  a  well-known  specialist  in  the  catalogue  field. 
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Stores  Are  Confident  That  Sales 
Will  Continue  Upward  in  Second  Half 


NRMA  merchants  throughout  the  nation  are  firmly 
optimistic  about  the  prospects  for  sales  in  the  second 
half  of  1959.  In  a  survey  we  completed  last  month,  over 
■SOO  store  heads  contributed  their  experience  and  voiced 
their  opinions  on  a  number  of  matters  of  concern  to  retail¬ 
ers.  The  total  sales  of  this  group  of  stores  last  year  was 
in  excess  of  $.S  billion. 

Sales.  Ninety-nine  per  cent  of  the  stores  surveyed  expect 
1959  second-half  sales  to  move  ahead  of  second-half  sales 
last  year.  .More  than  half  expect  rises  of  from  five  to  10 
per  cent.  This  thinking  bears  out  witlespread  predictions 
that  sales  for  19.59  as  a  whole  will  be  at  least  five  per  cent 
ahead  of  1958. 

Soft  goods  will  continue  to  lead  in  volume  gains.  Close 
to  one  store  in  three  reported  it  expects  this  summer’s  best 
gains  in  ready-to-wear,  and  one  in  four  anticipates  gains 
in  children’s  wear.  Other  departments  ft)r  which  good 
gains  are  predicted  include  fashion  accessories  and  men’s 
wear.  One  store  in  10  expects  good  gains  in  home  furnish¬ 
ings,  but  few  are  looking  for  substantial  gains  in  appliance 
sales  this  summer. 

Profits.  Seven  stores  out  of  10  believe  their  net  profits  for 
the  second  half  of  1959  will  be  aheatl  of  the  similar  period 
in  1958.  Another  25  per  cent  of  the  stores  expect  profits 
to  be  even  with  the  last  half  of  ’58.  Of  those  who  exf>ect 
to  net  larger  profits  this  fall,  one  store  in  five  is  looking 
for  a  five  per  cent  increase  and  one  in  three  is  looking 
for  an  increase  of  10  per  cent.  Ten  per  cent  of  the  stores 
anticipate  increases  as  high  as  20  per  cent. 

Inventories.  Two-thirds  of  the  stores  reported  that  inven¬ 
tories  for  the  past  six  months  have  been  even  with  or 
higher  than  in  the  comparable  1958  period.  Of  these,  more 
than  a  third  reported  their  inventories  have  been  10  per 
cent  above  ’58,  or  even  higher,  in  soft  goods.  Hard  goods 
inventories  were  up  from  five  to  10  per  cent  in  one  store 
out  of  three. 


For  the  next  six  months,  close  to  two-thirds  of  the  stor^ 
will  be  shaving  their  inventories  below  the  similar  ’5J 
period  in  soft  lines,  while  only  one-fourth  of  these  stem 
will  cut  hard  goods  inventories.  Median  cuts  expected  for 
these  inventories  run  from  five  to  10  per  cent.  It  looks  as 
though  store  inventories  are  pretty  much  back  to  normal 
and  that  retailers  intend  to  keep  them  in  line  for  the  rest 
of  the  year. 

Several  stores  mentioned  that  there  is  a  need  for  in¬ 
creased  vendor  cooperation  to  provide  speedier  deliveries. 
As  one  man  said:  “Manufacturers  do  not  carry  enough 
basic  stock  for  us  to  get  prompt  reorders,  thus  slowing  our 
turnover.’’  Another  noted:  “We  find  it  necessary  to  main¬ 
tain  large  inventories  in  all  classifications  in  order  not  to 
create  ‘out’  conditions.” 

There  is  a  marked  tendency  today  for  manufacturers, 
especially  in  the  soft  goods  lines,  not  to  gamble  on  main 
taining  inventories  for  retailers. 

The  Big  Problems.  The  survey  questionnaire  asked  what 
are  the  industry’s  top  problems  today.  Rising  operating 
costs,  particularly  in  payrolls,  arc  a  prime  concern.  One 
store  in  four  reported  that  the  high  cost  of  doing  business 
is  its  biggest  problem.  In  payroll,  51  per  cent  reported 
increasing  costs.  Other  areas  where  costs  are  increasing  for 
stores  are  in  taxes,  advertising,  freight  and  services.  One 
third  of  the  stores  reported  that  they  had  been  able  to 
reduce  payroll  expenses,  and  one  store  in  five  noted  that 
its  advertising  costs  had  been  reduced.  But  15  per  cent  of 
the  stores  indicated  that  they  had  not  been  able  to  cut 
expenses  in  any  areas. 

The  second  biggest  problem  facing  the  industry  today  is 
the  need  for  better  personnel  and  improved  sales  training- 

I'he  deterioration  of  downtown' shopping  districts  ranks 
third.  .\s  one  respondent  put  it,  his  town  needs  “the  re¬ 
development  of  the  downtown  shopping  area  as  a  vital 
mercantile  area  with  convenience  to  the  shopper.” 

There  are  no  unified  opinions  on  a  single,  all-impoi  tatii 
(ompetitive  problem,  but  many  of  the  stores  indicated  that 
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Two-Thirds  of  Canadian  Retailers  Expect  Better  Second  Half 


ing  in  that  order. 

High  expenses,  high  taxes  and  downtown  traffic 
and  parking  conditions  worry  the  Canadians  but  they 
report  that  the  problems  of  discount  competition  and 
Sunday  openings  are  minor. 

Radio  and  television  as  advertising  media  appear 
to  be  more  popular  with  the  Canadian  retailers  than 
with  those  in  the  U.  S.  Eighty-seven  per  cent  of  them 
use  radio  in  contrast  to  66  per  cent  in  the  U.  S.,  and 
43  per  cent  are  using  television  as  against  33  per  cent 
in  the  U.  S. 

One  store 'in  four  in  the  Canadian  survey  said  it 
is  now  operating  one  branch,  and  several  reported 
more  than  one  (ranging  from  two  to  33).  In  most 
cases  the  branch  contributes  about  20  per  cent  of  total 
store  volume. 

Canadian  contributors  to  the  survey  have  received 
a  complete  report  on  the  findings,  and  we'll  be  glad 
to  send  it  on  request  to  any  other  NRMA  member. 


THE  NRMA  conducted  a  separate  survey  of  retail 
'  prospects  and  general  business  conditions  among 
Canadian  retailers,  and  found  them  generally  antici¬ 
pating  about  the  same  kind  of  sales  improvement  and 
coping  with  the  same  kind  of  problems  as  their  fellow 
NRMA  members  in  the  U.  S.  The  Canadians,  how¬ 
ever,  found  the  economic  recovery  a  little  slower 
and  are  more  conservative  in  their  predictions. 

Employment  has  not  yet  picked  up  as  substantially 
in  Canada  as  in  the  U.  S.  Nearly  two-thirds  of  the 
Canadians  said  that  unemployment  is  still  affecting 
their  trading  areas,  but  practically  all  of  these  antici¬ 
pate  an  improvement  this  year.  Two-thirds  of  the 
Canadian  retailers  (as  against  99  per  cent  in  the 
U.  S.)  expect  better  sales  in  the  second  half  of  this 
year  than  in  the  second  half  of  1958.  The  pattern 
of  sales  increase  is  expected  to  be  much  the  same 
as  in  the  U.  S.,  with  ready-to-wear,  children's  wear, 
men's  wear  and  home  furnishings  departments  lead¬ 


price  competition,  both  from  discount  houses  and  other 
types  of  stores,  is  a  big  problem.  Sunday  openings  appear 
to  be  a  top  problem  in  many  communities,  and  suburban 
competition  is  a  big  problem  for  some  stores,  too. 

The  survey  also  asked  merchants  which  one  roadblock, 
if  removed,  would  be  most  helpful  to  their  immediate 
expansion  plans.  Some  stores  indicated  that  they  are  faced 
with  so  many  roadblocks  that  expansion  now  is  impos¬ 
sible.  .^s  one  merchant  put  it,  his  roadblocks  are  “ulcers, 
a  nervous  stomach  and  migraine  headaches.”  But  many 
cited  the  need  for  downtown  renewal. 

Vying  for  “honors”  as  the  expansion  roadblock  runner- 
up  was  the  high  cost  of  doing  business  today,  .\bout  one- 
twelfth  of  the  stores  feel  that  high  costs  are  killing  expan¬ 
sion  opportunities.  Of  these,  more  than  half  indicated  that 
the  primary  concern  is  high  taxes,  or,  as  one  man  put  it, 
he’s  “unable  to  ‘slough-back’  earnings  in  order  to  finance 
expansion”  because  of  high  taxes.  Several  suggested  that 
the  federal  corporation  tax  rate  should  be  adjusted  for 
department  stores  to  compensate  for  shrinking  profits. 

One  retailer  summed  up  his  problems  by  commenting: 
“1  feel  that  if  we  are  allowed  to  keep  more  funds  for 
modernization  and  improvements,  we  could  switch  to  the 
latest  self-displayers  and  thereby  increase  volume.”  The 
merchant  also  feels  that  “revolutionary  display  shelving 
and  methods  are  being  introduced  faster  than  the  small 
merchants  can  afford  to  replace  the  old.” 

.\bout  six  per  cent  of  the  stores,  mostly  in  the  lower 
volume  groups,  indicated  a  need  for  additional  capital  for 
expansion.  Several  stores  noted  that  additional  sales  space 


is  needed  but  is  not  available  at  current  locations. 

External  problems,  such  as  community  unemployment 
and  the  need  for  additional  industry  in  the  stores’  towns, 
were  mentioned  by  about  five  per  cent  of  the  participating 
stores  as  blocks  to  immediate  expansion. 


Profit  Protection.  To  protect  profits  this  year,  one  store  in 
five  said  it  would  strive  for  greater  volume,  and  one  in 
five  will  attempt  to  lower  expenses.  Another  18  per  cent 
indicated  that  they  will  strive  for  better  turnover.  Slightly 
more  than  this  will  try  to  reduce  markdowns.  One  store 
in  eight  believes  that  more  profit  could  be  gained  through 
higher  markons. 

Incidentally,  many  of  the  stores  have  already  taken 
strong  steps  to  improve  turnover.  Of  these,  23  per  cent 
have  made  their  merch^dise  controls  more  effective  and 
17  per  cent  have  exposed  more  merchandise  to  customers 
through  self-selection  fixturing.  Some  stores  (15  per  cent) 
have  discontinued  marginal  lines,  and  others  (nine  p>er 
cent)  have  reduced  second  and  third  lines  to  reduce  com¬ 
petition  between  them.  One  store  in  five  has  been  buying 
closer  to  its  needs,  but  only  a  few  depend  on  manufacturers 
to  stock  staples  for  immediate  reorder  delivery.  Still  fewer 
at  present  have  established  open-to-buy  by  classification. 


Business  Conditions.  More  than  half  of  the  stores  reported 
that  their  communities  are  no  longer  affected  by  unem¬ 
ployment  problems.  Of  the  42  per  cent  who  indicated  that 
unemployment  is  still  a  problem  in  their  areas,  more  than 
two-thirds  anticipate  an  improvement  this  year.  Most  of 
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President 


$5-million  dream  come  true 


THE  HOUSTON  PRESS  reported,  “On  Monday, 
March  23rd,  the  front  doors  of  a  stately  colonial 
mansion  at  Post  Oak  and  Westheimer  will 
proudly  swing  open  to  welcome  the  large  family 
of  Houston  shoppers  who  have  come  to  recognize 
SAKOWITZas  meaning  the  discriminating  best. 


"The  new  SAKOWITZ  POST  OAK,  a  $5-million  dream  that  took  a  decade 
to  come  true,  is  a  store  for  which  even  the  publicity  men  were  hard  pressed  to  find 
adjectives.  BERNARD  SAKOWITZ,  President,  solved  it  for  them  with 
his  description  ...  ‘I  know  of  no  finer  store  in  America’. 


“Because  the  store  is  nestled  in  a  residential  section  embraced  by  Houston’s  fine 
homes  in  Memorial,  River  Oaks,  Tanglewood  and  Southwest  sections, 

SAKOWITZ  craftsmen  labored  over  plans  for  almost  1 0  years  to  make  sure  their 
suburban  store  would  be  a  welcome  friend,  not  an  intruder. 


‘That  SAKOWITZ  succeeded  can  be  decided  only  by  visiting  this  truly  beautiful  store, 


BERNARD  SAKOWITZ  said,  “Like  suburbs  over  the  entire  nation,  this  area 

has  been  phenomenal  in  its  growth.  It  is  no  secret  that  suburban  shoppers  prefer  to 

shop  in  stores  close  to  their  homes.  POST  OAK  is  not  located  in  a  shopping  center. 

It  stands  alone  as  a  suburban  store  offering  the  same  distinguished  quality-merchandise 
to  be  found  in  our  DOWNTOWN  and  GU LEGATE  specialty  shops." 


It  followed  naturally  that  this  newest  addition  to  the  SAKOWITZ  tradition  should 
have  the  world’s  finest  vertical  transportation.  The  Escalators, 

Passenger  and  Freight  Elevators  are  by  OTIS.  > 


THE  WORLD’S  FINEST  VERTICAL  TRANSPORTATION 


E  U  EVATO  R  COM  PA  NY.aSO  EUEVENTH  AV  ENUE-  NEW  YORK  I.  N.Y. 


Management  Perspective  {Continued) 

these  stores  feel  that  the  unemployment  picture  will  im¬ 
prove  before  the  end  of  the  summer,  although  a  full  third 
believe  that  unemployment  will  not  ease  in  their  commu¬ 
nities  before  October  at  the  earliest. 

Sales  Promotion.  Two-thirds  of  the  stores  in  this  survey 
reported  that  their  newspa|>er  advertising  rates  are  higher 
this  year  than  last,  indicating  that  the  trend  to  higher 
priced  linage  has  not  yet  come  to  a  halt.  The  survey  indi¬ 
cates  that  the  higher  rates  have  not  seriously  cut  into 
newspapers’  share  of  retail  advertising.  Although  many 
retailers  indicated  that  they  arc  using  radio  and  television, 
•the  proportions  did  not  tliffcr  from  previous  years.  Two- 
thirds  use  radio  and  about  one-third  use  television. 

Although  one  store  in  four  reported  that  its  vendor-paid 
advertising  has  increased,  most  noted  that  this  type  of 
advertising  is  about  the  same  as  last  year,  and  1 1  per  cent 
reported  a  decline  in  vendor-paid  ads. 

More  than  70  per  cent  of  the  stores  in  the  survey  re¬ 
ported  the  continued  use  of  comparative  price  advertising 
at  their  stores.  Of  these,  more  than  a  third  indicated  that 
such  use  has  decreased  since  the  Federal  Trade  Commission 
issued  its  guides  this  past  year.  .Among  those  who  do  not 
use  comparative  price  advertising,  nine  have  eliminated  it 
since  the  guides  were  issued. 

In  recent  years  there  has  l>een  considerable  iliscussion 
of  the  need  to  build  a  special  “store  image’’  in  customers' 
minds.  This  survey  shows  that  44  per  cent  of  the  stores 
are  now  actively  engaged  in  a  formalized  public  relations 
program  designed  to  build  such  an  image. 

Parking  and  Transit  Validation.  Have  merchants  in  down¬ 
town  shopping  districts  been  working  on  new  approaches 
to  the  creation  of  a  strong  How  of  traffic  to  downtown?  The 
survey  inilicates  that  one  store  in  four  has  been  working 
with  its  local  transit  company  to  develop  new  solutions  to 
bringing  people  downtown,  and  one  store  in  five  now 
participates  in  a  validation  plan  under  which  it  pays 
some  of  the  fare.  More  than  a  third  of  the  stores  partici¬ 
pate  in  plans  to  subsidize  parking  through  validation.  Of 
the  stores  participating  in  validation  plans,  85  per  cent 
reported  their  participation  is  worth  while. 

What  other  plans  are  under  way  to  bring  traffic  down¬ 
town?  Some  stores  report  that  a  special  municipal  traffic 
department  has  been  created  in  their  communities:  some 
have  joined  with  other  downtown  stores  to  stage  special 
downtown  sales  events  on  a  monthly  basis.  For  the  most 
part,  however,  stores  were  quite  vague  about  traffic  boost¬ 
ing  plans  for  downtown  other  than  transit  and  parking 
validation. 

Sunday  and  Night  Openings.  One-third  of  the  stores  indi¬ 
cated  that  Sunday  openings  have  become  a  problem  in 
their  areas.  Of  these,  more  than  half  reported  Sunday 
openings  were  growing,  and  one  store  in  eight  termed  the 
Sunday  opening  problem  “serious.”  Of  the  one  store  in 
three  concerned  with  Sunday  openings,  most  feel  that  their 
communities’  laws  prohibiting  such  openings  are  not  being 


adequately  enforced.  More  than  half  of  these  stores  indi¬ 
cated  that  the  laws  are  completely  ignored,  while  only  a 
third  more  indicated  that  the  laws  are  enforceil  even  occa¬ 
sionally.  One  store  in  six  reported  that  its  coninumity's 
Sunday  laws  were  being  vigorously  enforced. 

Only  one  store  in  10  of  the  full  group  reported  that 
legislation  to  restrict  Sunday  openings  has  been  enacted  in 
its  community  this  year.  The  stores  noted  that  drug  stores 
are  among  the  most  frequent  Sunday  openers,  with  dis¬ 
count  houses  ranking  next. 

Most  of  the  stores  in  the  survey  reported  no  change 
in  the  number  of  nights  open  in  their  downtown  locations 
or  in  their  Isranches,  although  about  one  store  in  10  indi¬ 
cated  that  it  has  increased  the  number  of  night  o{>enings 
at  both  locations.  The  most  popular  night  for  downtown 
stores  is  now  Friday,  with  close  to  half  of  the  stores  in  the 
survey  now  open  on  this  evening.  The  runner-up  is  Mon¬ 
day,  on  which  one-fourth  of  the  stores  remain  open.  One 
store  in  six  remains  open  on  Thursday  evening.  The  most 
popular  night  opening  for  branch  stores  is  also  Friday,  but 
the  runners-up,  Monday  and  Thursday,  are  closer  together. 

Personnel.  The  trend  to  a  shorter  working  week  in  retail¬ 
ing  is  continuing,  according  to  this  survey.  Fifteen  per  cent 
of  the  stores  reported  that  they  have  reduced  their  non¬ 
executive  work  week  during  the  past  year,  and  one  store 
in  l(i  has  tut  its  executive  work  week,  too.  At  the  same 
time  there  is  a  marked  trend  toward  more  effective  use  of 
salespeople  through  interdepartmental  and  interdivisional 
selling.  More  than  half  of  the  stores  in  the  survey  reported 
that  they  have  achievetl  more  such  interselling  this  past 
year,  especially  in  downtown  stores.  In  fact,  almost  twice 
as  many  downtown  stores  reported  increasing  interselling 
as  did  branches. 

The  vital  work  of  recruiting  more  able  personnel  is  a 
continuing  job,  and  one  store  in  five  now  has  a  formalized 
lecruitment  program.  Of  those  stores  with  formal  pro¬ 
grams,  79  per  cent  indicated  that  they  are  primarily  inter¬ 
ested  in  high  school  graduates.  Only  one  store  in  five  with 
a  formal  recruitment  program  aims  its  efforts  at  the  (ollege 
graduate. 

F»)rty-four  per  cent  of  the  stores  reported  that  they  will 
participate  in  the  second  annual  National  Careers  in 
Retailing  Week,  which  will  be  held  October  11-17,  1959. 
Of  these,  eight  out  of  10  will  be  working  with  other  retail¬ 
ers  in  their  communities  on  a  community-wide  basis. 

Merchandise  Promotions.  Fewer  stores  reported  fashion 
clearances  immediately  after  Easter  Sunday  this  year  than 
last  year.  .About  half  of  the  stores  reported  that  they  had 
held  such  sales  this  year,  whereas  68  per  cent  held  them 
last  year.  Four  out  of  five  of  the  participating  stores  noted 
that  they  would  prefer  to  subordinate  Easter  to  spring 
selling  in  order  to  lengthen  the  spring  selling  season. 

Eighty-three  per  cent  of  the  stores  in  this  spring’s  survey 
reported  that  they  had  promoted  Mother’s  Day  more  ag¬ 
gressively  this  year  than  last,  and  three-fourths  of  the  stores 
indicated  that  they  woidd  be  more  aggressive  in  connection 
with  Father’s  Day,  too. 

-A  substantial  number  of  stores  reported  that  they  are 
planning  to  make  July  a  better  moderate-priced  dress 
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month  by  .iiranging  for  purchases  of  fresh  merchandise 
downgraded  in  price.  This  plan  was  reported  by  46  per 
(cnt  of  the  stores.  On  the  subject  of  private  brands,  how- 
(ver,  the  retailers  were  less  enthusiastic.  Only  one  store  in 
twr  is  planning  more  private  brand  volume  this  year. 

Diicount  Competition.  Many  of  the  merchants  participat- 
II, in  this  survey  reported  that  they  do  not  have  much 
disrouiit  house  competition,  but  many  others  are  con¬ 
cerned  over  this  type  of  competition  and  are  vigorously 
attacking  it.  The  stores  in  the  survey  who  have  formalized 
their  approaches  to  discount  competition  usually  meet 
prices  head  on.  In  addition,  many  stores  stress  service  not 
I  uttered  by  discount  houses,  go  in  for  more  aggressive  pro- 
I  motion,  offer  eased  credit  terms  and  concentrate  on  better 
i  gles  training.  A  number  of  stores  have  been  compelled 
!  to  abandon  the  sale  of  appliances  because  of  discount  com- 
[letition,  and  others  are  now  selling  certain  items  at  cost 
,  III  order  to  compete.  One  retailer  noted  that  he  is  able 
i  to  meet  this  type  of  competition  through  cooperative  buy- 
:  mg,  but  the  attitude  that  most  closely  sums  it  all  up  was 
expressed  by  the  merchant  who  said:  “Give  customers  real 
|>er\’ice-that’s  what  makes  them  customers.” 

I  Capital  Improvements.  Retailers'  optimism  and  faith  in 
!  the  future  is  easily  demonstrated  by  plans  for  moderniza¬ 
tion  and  expansion,  and  half  of  the  stores  in  this  survey 
indicated  that  they  have  made  or  are  planning  sizable 
capital  improvements  this  year.  Top  ranking  improve¬ 
ments  are  new  fixtures,  at  19  per  cent  of  the  stores,  and 
lighting  and  decor,  at  13  per  cent.  Seven  per  cent  of  the 
stores  will  liuild  new  store  fronts,  and  six  per  cent  will 
put  in  more  parking  facilities.  The  branch  store  expansion 
trend  continues,  with  four  per  cent  of  the  reporting  stores 
.;i.iiming  to  open  new  branches  this  year.  Air  condition¬ 
ing,  now  liecoming  a  must  in  most  areas  during  warm 
weather,  will  be  installed  by  eight  per  cent  of  the  stores. 
(The  survey  diti  not  ask  how  many  stores  are  already  air 
conditioned.) 

Credit.  Credit  is  one  of  the  retailer’s  most  important  sales 
tools  today,  and  99  per  cent  of  the  stores  in  this  survey 
offer  the  regular  30-day  charge  account.  Eight  out  of  10 
stores  reported  offering  revolving  credit,  and  97  per  cent 
of  these  make  a  service  charge  for  revolving  credit,  usually 
one  and  one-half  per  cent. 

fifty-four  per  cent  of  the  stores  in  the  survey  open 
charge  accounts  for  teen-agers  and  a  fourth  of  these  stores 
actively  prcnnote  teen-age  charge  accounts.  About  one 
store  in  five  advertises  its  teen  accounts,  too. 

Leased  Departments.  Periodically  the  NRMA  asks  its 
member  stores  about  leased  departments.  In  this  survey 
the  answers  show  that  six  stores  of  10  lease  departments, 
and  that  15  per  cent  of  the  stores  have  added  new  leased 
departments  to  their  operations  during  the  year. 

The  cpiestionnaire  did  not  ask  what  departments  are 
Ijeing  leased,  but  did  ask  which  leased  departments  are 
doing  the  best.  More  than  34  different  leased  departments 
were  reported  as  doing  well.  Millinery  and  shoe  depart¬ 
ments  led  the  list  as  tops  at  one  store  in  three.  The  leased 


beauty  salon  was  reported  as  the  best  such  department  by 
cme  store  in  eight.  The  other  typ>es  of  leased  departments 
repiorted  as  doing  well  included  kiddy  rides,  sewing  ma¬ 
chines,  surgical  goods,  spiorting  gocxls,  various  service  oper¬ 
ations  (such  as  shoe  repair),  housewares  and  foundation 
garments.  Stores  with  volumes  of  under  $5  million  annu¬ 
ally  reported  just  about  the  same  number  of  leased  depart¬ 
ments  as  larger  stores.  This  volume  group  of  stores  ranks 
its  leased  photographic  studios  as  good  prcxfucers.  Few 
of  the  larger  stores  reported  that  the  photo  studio  was  the 
best  leased  department. 

Stock  Shortages.  It  is  alarming  to  note  that  38  |)er  cent  of 
the  stores  reported  increased  stcKk  shortage  problems.  Asked 
to  list  the  ways  in  which  they  are  attempting  to  reduce 
stock  shortages,  many  stores  said  that  they  are  improving 
their  floor  supervision  and  their  basic  sttx:k  control  sys¬ 
tems.  Others  are  utilizing  outside  protection  and  investi¬ 
gation  services,  and  still  others  are  taking  more  frequent 
physical  inventories,  even  to  the  extent  of  daily  counts  on 
some  items. 

Several  stores  repjorted  that  they  no  longer  leave  cus¬ 
tomers  alone  in  dressing  rooms.  Some  have  eliminated  clerk 
wrapping  and  installed  central  wrapping  operations.  Re¬ 
tailers  concerned  with  the  increasing  problems  in  this  area 
have  sometimes  liecome  sterner  in  regard  to  prosecution 
policies  for  those  caught  shoplifting  or  pilfering,  and  in 
some  communities,  the  survey  indicates,  the  stores  have 
even  pressed  for  more  stringent  laws  to  help  control  the 
problem. 

Many  stores  commenting  on  this  question  indicated  that 
the  correction  of  stock  shortage  problems  is  to  be  achieved 
primarily  through  education  of  employees,  including  ex¬ 
ecutives. 

Per  Diem  Allowances.  The  NRM.A  has  been  working  with 
the  Treasury  Department  in  an  effort  to  liberalize  current 
regulations  regarding  per  diem  expense  allowances.  These 
are  now  jiegged  at  $15  by  the  government.  This  survey 
shows  that  62  per  cent  of  the  stores  are  now  allowing  more 
than  SI 5  per  diem  expenses  to  their  buyers  while  on  trips 
to  market,  exclusive  of  transportation.  The  survey  shows 
that  merchandise  managers  are  allotted  even  higher  |>er 
diem  allowances. 

Therefore,  it  is  obvious  that  the  federal  regulations 
are  unrealistic  and  should  be  changed,  espiecially  in  view 
of  the  increases  now  being  planned  in  these  allowances 
fjy  the  stores.  One  store  in  five  plans  to  boost  its  jier  diem 
allowances  from  $18  to  $20;  one  in  four  will  soon  go  from 
$20  to  $25;  and  16  jier  cent  are  planning  to  go  from  $25 
to  $30.  Another  16  per  cent  will  increase  [ler  diem  allow¬ 
ances  shortly  from  $15  to  $18. 

Branch  Stores.  This  spring’s  survey  asked  merchants  to 
note  the  areas  in  which  branch  store  ojjenings  have  posed 
problems.  Thirty-one  per  cent  of  the  stores  with  branches 
indicated  that  control  is  the  top  branch  problem,  and  36 
per  cent  said  that  personnel  is  a  problem  in  their  branches. 
Branch  store  organization  was  termed  a  problem  by  14  per 
cent  of  the  stores  and  operations  in  branches  by  one  store 
in  ten. 
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Out  Soon!  Order  Now  To  Reserve  First  Run  Copies! 

THE  NEW  HARVARD  REPORT 

Chock  Full  of  Vital  Operating  Results 


The  most  comprehensive  array  of  detailed 
total  store  merchandising  and  operating 
data  available  anywhere.  Over  450  indi¬ 
vidual  payroll  and  non-payroll  expense 
items,  profits  and  productivity  data  re¬ 
ported  in  12  department  and  specialty 
store  volume  categories  —  covering  stores 
ranging  in  size  from  under  $250,000  in 
in  annual  sales  to  over  $50  million. 


SPECIAL  TO 
NRMA  MEMBERS 

*5 

$6  to  non-members 


ALL  DATA  BY  VOLUME  AND  TYPE  OF  STORE 


Expenses  by  Center  and  Natural  Divisions 

Expense  details  for  70  Expense  Centers  .  .  .  over  450 
expense  ratios  covering  the  entire  store,  e.g..  Receiving 
and  Marking,  Delivery,  Unit  Control,  Supplies,  Pub¬ 
licity,  Display,  Cleaning,  Maintenance,  Accounting, 
Credit,  Travel,  etc. 

Many  Special  Analyses 

The  comprehensive  review  and  appraisal  of  many 
facets  of  1958  operations  by  Professor  McNair  is  certain 
to  highlight  the  opportunities  for  improved  1959 
performance. 

Branch  Store  Operations 

Not  only  are  the  results  of  branch  operations  reported 
but  significant  developments  revealed  by  their  operat¬ 
ing  data  are  analyzed. 


Productivity  Results 

Detailed  productivity  data  by  center— payroll  cost  per 
unit,  comparisons  of  the  workload  factor  and  pay-rote 
can  help  you  set  standards  for  improving  efficiency. 

Long  Range  Trend  Results 

A  careful  study  of  long  range  trend  results  will  fre¬ 
quently  disclose  significant,  unrealized  changes  which 
have  been  overlooked  under  pressure  of  day-to-day 
problems. 

Results  by  Geographic  Regions 

Since  performance  is  affected  by  the  local  economic 
and  other  regional  characteristics  you'll  be  very  inter¬ 
ested  in  these  results  for  a  closer  look  at  how  your  per¬ 
formance  compares  with  your  area's  results. 


A  WHOLE  HOST  OF  OTHER 
VALUABLE  INFORMATION: 

Sales  by  terms  of  Sale:  Cash, 
Charge,  etc. 

^  Real  Estate  Costs  per  Square 
Foot  and  Space  Productivity 
Return  on  Investment 
^  Bad  Debt  Results 

Executive  Compensation 
Expense 

Sales  per  Employee  and  per 
Salesperson 
LIFO  Results 


NATIONAL  RETAIL  MERCHANTS  ASSOCIATION 
100  West  31st  Street,  New  York  1,  N.  Y. 

Please  send  me . copies  of  the  new  HARVARD  REPORT  —  "Operating 

Results  of  Department  and  Specialty  Stores." 

□  Member  Price,  $5  Q  Non-Member  Price,  $6  □  Check  enclosed 

Also  enter  my  standing  order  and  ship . copies  of  each  yearly  edition 

as  soon  as  off  the  press. 

NAME  . 

STORE  . 

STREET  . 

CITY .  STATE  . 

(Add  3%  Sales  Tax  on  New  York  City  Deliveries) 
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Euery  Retailer  Needs 
A  Public  Relations  Program 


By  Nothon  J.  Gold,  chairman  of  the  Board,  Gold  &  Company 
and  President,  National  Retail  Merchants  Association 


Few  industries  emerged  stronger 
from  last  year’s  economic  weak  spell 


than  the  retailing  industry.  We  are 
now  in  a  position  to  battle  from 
strength  to  greater  growth  in  the  years 
ahead.  W'e  have  every  reason  for 
optimism. 

I  But  while  we  are  optimistic  we  must 
also  he  realistic.  And  it  would  be  less 
than  realistic  to  deny  that  for  all  our 
I  basic  strength  we  have  certain  glaring 
f  weaknesses.  One  of  those  weaknesses 
[  IS  a  recession  in  store  personality,  a 
I  recession  in  our  relationships  with 
E  |)eople,  and  in  our  relationships  to  our 
I  communities.  It  is  a  recession  that 
!  saps  our  fundamental  strength. 

I  believe  it’s  high  time  we  did  soine- 
:  thing  about  it.  We  can  have  the  most 
I  efficient  merchandising  systems  and 
!  controls,  the  most  modern  apparatus  to 
handle  receiving,  marking  and  move¬ 
ment  of  merchandise.  ^Ve  can  have 
the  most  up-to-date  plants,  the  most 
artistic  displays,  the  most  creative  ad¬ 
vertising,  the  most  liberal  credit  facili¬ 
ties,  the  best  merchandising  brains  in 
the  business.  We  can  have  all  of  those 
things,  and  yet  the  absence  of  a  smile 
at  the  point  of  sale  can  negate  the 
effectiveness  of  the  whole  shebang! 


The  Store's  Personality.  Our  custom¬ 
ers  don’t  see  or  care  about  our  compli¬ 
cated  machinery.  What  they  care  about 
IS  the  overtone  of  warmth  and  friend¬ 
liness  that  makes  it  pleasant  for  them 
to  shop  in  our  stores. 

Of  course  they  care  about  the  mer¬ 
chandise  we  present.  But  all  other 
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Your  store  may  be  the  community's  leading  corporate 
citizen,  but  you  cannot  afford  to  take  favorable  public 
sentiment  for  granted.  Suggested:  a  management-directed 
program  that  will  (1)  make  enthusiastic  public  relations 
representatives  out  of  your  own  employees  and  (2)  tell 
the  full  story  of  your  importance  to  the  community. 


things  being  ecjual,  it  is  the  smile,  the 
warmth,  the  friendly  manner  which 
pulls  one  store  ahead  of  its  competi¬ 
tors.  Plainly,  this  intangible,  but  none¬ 
theless  powerful,  aura  of  good  feeling 
must  pervade  the  top  management 
team.  It  must  envelope  the  divisional 
and  departmental  heads,  the  supervis¬ 
ors,  and  the  salesfjersons  before  it  can 
be  communicated  to  the  customer. 

How  do  you  develop  it?  First,  it’s  a 
matter  of  cultivating  in  yourself  the 
cjuality  of  sincere  concern,  a  sympa¬ 
thetic  outlook  and  understanding  in 
dealing  with  employees.  Nor  does  that 
mean  coddling  them.  Discipline  and 
high  standards  of  [lerformance  are  per¬ 
fectly  compatible  with  an  attitude  that 
recognizes  the  individuality,  dignity 
and  the  right  to  self-respect  of  every 
member  of  the  staff.  What  is  called  for 
is  patience  on  the  part  of  management, 
painstaking  guidance,  a  word  of  en¬ 
couragement,  a  more  frequent  expre.s- 
sion  of  commendation.  In  plain  lan¬ 
guage,  it  means  recognizing  that  col¬ 
leagues,  co-workers,  employees,  are  in¬ 
dividuals,  not  stereotypes. 

You’ll  know  you’re  making  progress 


when  you  see  Annie  Jones,  salesclerk, 
in  a  serious  huddle  with  .Mrs.  .Smith, 
customer,  in  a  sincere  attempt  to  solve 
Mrs.  Smith’s  shopping  problem.  What 
you  will  be  seeing  is  the  restoration  of 
the  personal  touch  in  retailing.  The 
personal  touch  is  the  magic  wand  of 
selling.  And  the  jiersonal  touch  with¬ 
in  the  store  is  the  magic  wand  of  staff 
morale. 

The  job  of  jjersonalizing  a  store  is 
never  done.  It  never  reaches  the  ideal 
of  perfection.  I  say:  never  mind  per¬ 
fection!  Let’s  get  started  in  recaptur¬ 
ing  the  art  of  friendliness  which  our 
forbears  in  the  retailing  craft  knew 
and  understood,  and  upon  which  they 
built  the  mighty  industry  of  today. 
Let  a  smile  be  your  best  seller!  Let’s 
end  the  recession  of  store  personality. 


The  Community  Role.  I'he  other  glar¬ 
ing  weakness  of  many  stores  is  what  I 
call  the  recession  of  our  relationships 
to  our  communities.  It’s  a  failure  to 
tell  the  community  about  civic  contri¬ 
butions  of  which  we  should  rightfully 
be  proud. 

Let  me  just  tick  off  at  random  a  few 
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of  the  things  retailing  gives  to  its  home 
town: 

It  employs  local  residents— some¬ 
times  as  much  as  20  per  cent  of  the 
local  labor  force. 

It  carries  the  heaviest  burden  of  the 
local  tax  load. 

It  pays  otit  hard  cash  to  resources 
for  merchandise  and  to  other  business 
enterprises  for  services. 

It  is  the  main  source  of  income  for 
the  local  newspapers. 

It  is  a  heavy  contributor  to  local 
philanthropies. 

This  is  to  say  nothing  of  its  leading 
role  in  raising  the  standard  of  living, 
in  disseminating  taste  and  culture,  in 
moving  the  necessities  of  life  from  the 
farms  and  factories  of  the  world  to  the 
homes  of  the  community. 

Yet  how  many  persons  in  your  own 
community  are  aware  of  those  contri¬ 
butions?  They  see  the  store,  its  fix¬ 
tures.  its  display  windows,  its  merchan¬ 
dise,  its  advertising.  But  too  often, 
they  do  not  see  the  full  picture  of  the 
vital  economic  and  social  role  the  re¬ 
tail  establishment  plays  on  the  stage 
of  the  community. 

Mostly,  I  believe,  it’s  because  the 
merchant  takes  it  for  granted  that  his 
customers  know  the  full  story.  But 
they  don’t.  Even  his  own  executives 
and  salespersons  often  don’t. 

.\gain,  I  believe,  the  place  to  begin 
rectifying  that  shortcoming  is  right  in 
your  own  store.  Tell  your  co-workers 
the  dramatic  story  of  how  your  store, 
their  store,  performs  a  function  with¬ 
out  which  America  would  not  have 
grown  and  prospered.  You  will  accom¬ 
plish  two  things: 

First,  you  will  take  an  important 
step  in  beefing  up  the  esprit  de  corps 
of  your  personnel.  That’s  a  step  that 
can  go  a  long  way  in  creating  that  aura 
of  friendliness  which  1  spoke  about 
earlier.  Second,  you  will  develop  a 
hard  core  of  public  relations  represent¬ 
atives— your  own  co-workers.  They 
can  perform  an  invaluable  service  in 
carrying  the  full  story  of  retailing  to 
the  people  they  have  contact  with  in¬ 
side  and  outside  the  store. 

Foot  your  own  bazoo,  I  say!  Let  the 
folks  in  your  communities  in  on  the 
story  of  your  store’s  position  and  func¬ 
tion  as  a  civic  citizen  and  leader.  If 
you  are  typical  of  the  thousands  of 
progressive  merchants  across  this  land, 
you  have  a  great  story  to  tell.  Why 


on  earth  are  you  bashful  about  it? 

Other  important  industries  certain¬ 
ly  are  not.  Pick  up  a  newspaper  or 
magazine  and  you  will  see  one  major 
industry  or  another  turning  the  spot¬ 
light  on  itself  and  its  contributions 
to  .Xmerica’s  growth  and  economic  bet¬ 
terment.  Retailing’s  story  is  equally 
important,  equally  interesting.  But 
who’s  going  to  know  about  it  unless  we 
tell  about  it? 

Public  relations  is,  after  all,  the  in¬ 
telligent  business  of  serving  your  com¬ 
munity  to  serve  yourself.  Put  another 
way,  the  things  you  do  when  you  don’t 
have  to  will  determine  what  will  be¬ 
come  of  you  when  you  can’t  help  it. 

Take  a  Stand!  .And  another  thing: 
Even  the  most  shortsighted  merchant 
must  see  by  now  that  every  change  in 
the  economy  of  your  city,  every  {X)pu- 
lation  shift,  every  tax  measure,  every 
slum  clearance  project  exerts  a  direct 
or  indirect  influence  on  your  business. 
No  longer  is  it  possible  to  be  just  a 
storekeeper.  Whether  we  like  it  or  not, 
in  order  to  be  successful  merchants  we 
must  also  be  successful,  active,  inter¬ 
ested  citizens  of  the  communities. 

What  does  active  citizenship  mean? 
Certainly  it  means  contributing  finan¬ 
cially  to  the  C!ommunity  Chest,  par¬ 
ticipating  in  community  efforts  of  vari¬ 
ous  kinds.  But  citizenship  doesn’t  end 
there.  Nor  does  it  end  by  individual 
or  organized  efforts  to  jiersuade  gov¬ 
ernment  not  to  enact  legislation  harm¬ 
ful  to  business  in  general  and  retailing 
in  particular. 

We  yell  when  our  pocketbooks  are 
threatened— as  citizens  we  have  a  right 
to.  When  economic  pressure  threatens, 
we  are  not  at  all  bashful  about  taking 
a  strong,  even  controversial  stand.  On 
the  other  hand,  in  many  other  matters 
of  public  concern,  we  are  wallflowers. 
We  beg  off  on  grounds  that  we  can’t 
afford  to  be  controversial.  But  we 
can’t  have  things  both  ways. 

Who  has  more  at  stake  than  retail¬ 
ing  in  what  happens  to  downtown,  to 
our  schools,  to  our  hospitals,  our  hous¬ 
ing,  our  government,  our  economy, 
our  society?  We  ought  to  make  our 
voices  heard  on  many  more  public 
issues— no  matter  how  remote  they  may 
appear  from  the  business  of  selling 
goods.  If  you  think  about  it,  there  is 
very  little  that  goes  on  in  the  world 
that  does  not  react  on  our  business. 


That  includes  every  thing  from  th^ 
federal  budget  to  whether  it  rains  on 
the  day  of  a  big  sale. 

A  Program.  To  sum  up:  I  l)elieveitis 
time  retailing  adopted  a  broader,  more 
progressive  concept  of  public  relations 
It  should  relate  to  the  public,  first,  bv 
recognizing  that  it  takes  more  than  > 
well-run  business  to  be  suctessful.  We 
have  to  earn  the  good  will  and  respen 
of  the  jjeople  who  work  for  us  and 
buy  from  us. 

Second,  retailing  should  play  a  more  1 
aggressive  part  as  community  citiien,  i 
and  should  let  the  public  know  aboni  > 
the  community  contributions  it  is  j 
making  and  will  make. 

Recognition  of  the  importance  o(  I 
public  relations,  I  lielieve,  is  particu  i 
larly  urgent  for  the  independenth  i 
owned  store.  In  the  face  of  the  grov 
ing  trend  to  bigness  through  corporate  i 
retailing  chains,  the  independent  re-  S 
tailer  can  survive  and  prosper—?/  he ! 
re-cultivates  and  nourishes  his  roots  l 
in  his  community.  The  independent  i 
merchant  should  recognize  the  tre-t 
mendous  advantage  he  possesses  in  hisi 
natural  identification  with  his  com- 1 
munity.  Maybe  that  advantage  has  be  [ 
come  a  little  tarnished  over  the  yeanlr 
because  we  take  it  for  granted.  That’s^ 
a  mistake.  Work  to  strengthen  those 
close  ties,  make  them  closer  still.  When 
you  have  done  that,  no  one  can  touch 
you. 

.Abraham  Lincoln  once  made  this 
statement: 

“Public  sentiment  is  everythin? 
With  public  sentiment  nothing  can 
fail:  without  it,  nothing  can  succeed 
He  who  molds  public  sentiment  goes 
deeper  than  he  who  enacts  statutes  oi 
pronounces  decisions.  He  makes  stat¬ 
utes  or  decisions  possible  or  impossi¬ 
ble  to  execute.’’ 

This  has  been  demonstrated  mam 
times.  It’s  up  to  us  to  tell  our  ston 
and  to  tell  it  again  and  again.  Onlv 
by  so  doing  can  we  demonstrate  our 
service  to  our  community;  only  by  tell¬ 
ing  our  story  will  we  ever  realize  our 
potential.  .As  a  matter  of  fact,  unless 
we  do  tell  our  story,  our  share  of  the 
market  will  continue  to  slip. 

The  time  is  now— and  I  repeat  the 
statement  I  made  earlier: 

“The  things  you  do  when  you  don't 
have  to  w’ill  determine  what  will  !)«■ 
come  of  you  when  you  can’t  help  it- 
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the  harvard  report 


I95S  Department  Store  Earnings 
Were  Equal  to  I957's 


By  Malcolm  P.  McNair 

Lincoln  Filene  Professor  of  Retailing,  Harvard  Graduate  Schaal  of  Business  Administration 


Highlights  of  the  summary  of  the  Harvard  Re¬ 
port  findings  presented  by  Professor  McNair  at 
the  Controllers'  Congress  convention  this  month. 


Typical  Department  Store  Figures, 

Harvard's  Operating  Results  of  Department  and  Specialty  Stores  in  1958  and 
the  Controllers'  Congress  Departmental  Merchandising  and  Operating  Results 
for  1958  will  both  be  published  this  month.  The  following  summary  of  total 
department  store  figures  was  released  jointly  last  month  by  the  Harvard  Bureau 
of  Business  Research  and  the  Controllers'  Congress. 

Department  Stores 
(All  Reporting  Firms) 
1958  1957 


Number  of  Firms  Reporting .  331  345 

Percentage  Sales  Increase  (Owned  Departments).  1.3%  1.3% 

Margin,  Expense,  and  Profit  (%  of  Net  Sales 
in  Owned  Departments): 

Gross  Margin  .  36.25%  36.3% 

Payroll  .  18.0  18.25 

Real  Estate  Costs .  2.95  2.8 

Advertising  .  2.65  2.65 

All  Other  Expense  .  10.25  10.05 

Total  Expense  .  33.85%  33.75% 

Net  Operating  Profit .  2.4%  2.55% 

Net  Other  Income  .  3.25  3.05 

Net  Gain  before  Federal  Taxes .  5.65%  5.6% 

Federal  Taxes .  2.9  2.8 

Net  Gain  after  Federal  Taxes .  2.75%  2.8% 

Number  of  Stockturns  (based  on  average 

monthly  inventories) .  3.85  3.8 


The  figures  were  developed  from  reports  from  331  department  store  companies 
operating  604  stores  with  a  total  sales  volume  of  $4,649,783,000  in  1958.  This 
represents  about  36  per  cent  of  total  department  store  volume  in  the  U.  S.  in  1958. 


TO  the  surprise  of  most  observers, 
department  stores  achieved  fully  as 
good  results  in  1958  as  in  1957.  That 
such  a  result  should  have  appeared  in 
a  year  of  fairly  marked  business  reces¬ 
sion  and  substantial  unemployment 
is  a  testimony  both  to  the  consump¬ 
tion-oriented  character  of  the  business- 
recovery  in  the  second  half  of  1958 
and  to  the  strength  of  the  built-in  safe¬ 
guards  against  cyclical  decline  which 
our  economy  now  possesses. 

In  the  1958  fiscal  year,  department 
store  sales  made  a  stronger  showing 
than  retail  sales  generally,  increasing 
by  more  than  one  f>er  cent.  Initial 
markon,  retail  reductions,  and  cash 
discounts  were  all  identical  with  the 
preceding  year,  and  gross  margin  was 
almost  the  same.  Stockturn  improved 
by  only  a  minor  fraction  from  the  low 
level  of  1957.  Most  surprising  of  all, 
the  rising  trend  of  total  expense  which 
had  appeared  in  1957  was  held  to  a 
virtual  standstill.  Very  slightly  lower 
gross  margin  and  very  slightly  higher 
total  expense  produced  a  small  decline 
in  operating  profit,  which  was  counter¬ 
balanced  by  a  rise  in  other  income;  so 
pretax  profits  were  fully  as  good  as 
in  1957. 

In  the  department  store  business 
differences  between  1957  and  1958  were 
microscopic  in  character.  This  tyjje  of 
retail  distribution  took  the  impact  of 
the  downturn  in  the  latter  half  of  1957 
and  the  first  half  of  1958,  and  by  the 
second  half  of  1958  was  again  well  on 
the  upgrade.  It  was  this  timing,  in 
conjunction  with  the  great  importance 
of  the  fall  and  Christmas  season  to 
department  store  sales  and  profits, 
which  resulted  in  so  even  a  distribu- 
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lion  of  recession  effects  between  the 
two  years. 

Sales  Increased  1.6% 

I'he  department  stores  reporting  for 
this  study  increased  their  dollar  sales 
1.6  per  cent  for  the  fiscal  year  (leased 
tlepartiiieiit  sales  included).  Leased 
department  sales  rose  more  than  did 
sales  of  owned  departments. 

Exactly  contrary  to  the  experience  of 
M).o7,  tlepartment  store  sales  showed 
a  higher  rate  of  increase  than  total 
retail  sales  (which  include  automobile 
sales).  On  the  other  hand,  the  ilepart- 
ment  store  rate  of  sales  increase  in 
1?>.*>8  was  definitely  behind  the  approx¬ 
imate  2.5  per  cent  rise  registered  by 
variety  chain  sales,  by  the  combined 
sjiles  of  Sears,  Ward  and  Penney  and 
l)y  the  sales  of  the  total  general  mer- 
(  liandise  group. 

It  seems  quite  clear  that  the  sales 
increase  in  1958  came  entirely  from 
branch  stores.  In  no  volume  group  did 
main  stores  typically  score  a  sales  atl- 
vance. 

Instalment  and  other  term  accoittit 
sales  edged  up  their  proportion  of 
total  volume,  advancing  from  15  per 
cent  to  16.5  per  cent.  Cash  sales  were 
at  their  highest  point  of  any  recent 
year,  S8  per  cent;  C.O.D.  and  layaway 
remained  unchanged  at  3.5  per  cent, 
and  regular  charge  accotint  sales  fell 
off  from  44  per  cent  to  42  per  cent. 
Since  1952  the  growth  of  term  sales 
has  been  entirely  at  the  expense  of 
regular  charge  and  C.O.D.  and  lay¬ 
away  business. 

Declining  Stockturn  Rate 

Improvement  in  merchandise  turn¬ 
over  was  only  nominal  in  1958,  3.85 
times  (on  a  monthly  inventory  basis) 
as  against  3.8  in  the  precetling  year. 
Typical  turnover  rates  below  4  times 
a  year  have  been  quite  uncommon  in 
the  history  of  the  Harvard  study.  On 
the  other  haml,  average  stockturn  rates 
much  above  4  times  a  year  have  like¬ 
wise  been  uncommon.  .  .  .  Seemingly 
the  increasing  demand  for  greater  vari¬ 
eties  of  goods,  for  greater  depth  and 
assortment  of  stocks,  and  for  multiple 
locations  at  convenient  points  has 
rather  steadily  tended  to  offset  im¬ 
provements  in  transportation,  in  com¬ 
munication  and  in  management  sys¬ 
tems.  It  remains  to  be  seen  whether 
the  dip  below  a  4-time  annual  stcKk- 


tttrn  rate  during  the  past  two  years  is 
a  reflection  of  the  business  recession, 
or  whether  management  methcxls  and 
systems  are  no  longer  keeping  pace 
with  the  demand  factors  contributing 
to  the  complexity  of  the  stock-carrying 
function. 

Total  Expense  Well  Controlled 

4’he  weighted  average  total  exjiense 
ratio  of  33.85  per  cent  of  net  sales  in 
owned  retail  and  cost  selling  depart¬ 
ments  revealed  surprisingly  little  ad¬ 
vance  over  the  1957  rate  of  33.75  jier 
cent.  Since  dollar  sales  in  owned  retail 
and  cost  selling  departments  increased 
only  1.3  per  cent,  it  is  little  short  of 
ama/ing  that  the  total  expense  ratio 
went  up  only  1/10  of  a  percentage 
point.  The  experience  of  recent  years 
had  indicated  that  at  least  a  4  per  cent 
or  5  per  cent  increase  in  dollar  vol¬ 
ume  was  needed  to  hold  the  expense 
rate  constant.  Clearly,  management 
has  been  hearing  tlown  on  the  expense 
control  i)rol)lem,  ami  possil)ly  die  new 
tools  of  expense  center  accounting  and 
pKxluction  unit  accounting  are  begin¬ 
ning  to  prove  tnore  useful. 

Most  significant  was  the  drop  from 
18.25  per  cent  to  18.0  per  cent  in  the 
payroll  ratio,  especially  in  view  of  the 
continued  rise  iu  department  store 
average  hourly  earnings.  .Vpparently 
some  store  managements  are  finding 
ways  of  increasitig  productivity.  Next 
iu  interest  was  the  lift  from  2.8  per 
cent  to  2.95  per  cent  in  real  estate 
costs,  presumahiy  a  reflection  both  of 
higher  real  estate  taxes  and  of  the 
higher  costs  of  new  construction  and 
renovation.  In  the  other  natural  ex¬ 
pense  divisions  the  changes  in  no  in¬ 
stance  amounted  to  more  than  1  20 
of  1  per  cent  of  sales. 

Pretax  Earnings  Above  '57 

The  after-tax  earnings  rate  of  2.75 
per  cent  of  sales  was  surprisingly  close 
to  the  2.8  per  cent  common  figure  for 
1957.  The  composition  of  this  figure, 
however,  showetl  some  changes.  With 
a  gross  margin  of  36.25  per  cent  and 
a  total  expense  of  33.85  per  cent,  net 
operating  profit  was  2.4  per  cent,  a  tle- 
cline  of  0.15  per  cent  of  sales  from  the 
1957  figure  of  2.55  per  cent.  But  net 
other  income  came  up  wdth  a  typical 
figure  of  3.25  (ler  cent  against  last 
year’s  3.05  per  cent.  Hence  pretax 
earnings  for  1958  actually  were  a  shade 


better  than  in  1957,  5.65  |H*r  cent  as 
compared  with  5.6  per  cent.  A  slightly 
deeper  tax  bite  left  an  after-tax  figure 
of  2.75  per  cent. 

There  is  always  some  <|uestior»  as  to 
the  selection  of  the  most  appropriate 
earnings  figure  for  comparative  pur¬ 
poses.  Strictly  from  the  standpoint  of 
relative  merchandising  efficiency  in 
owned  tlepartments,  the  net  operating 
profit  (2.4  per  cent  in  1958)  is  prob¬ 
ably  the  best  choice.  This  figure  ex¬ 
cludes  the  effects  of  leased  department 
operations:  it  likewise  excludes  service 
and  financial  income  as  well  as  sundrv 
other  net  debits  and  credits,  and  it  is 
computed  over  a  total  expense  rate 
which  includes  imputed  interest  as  an 
etjuali/ing  factor. 

On  the  other  hand,  the  modern  de¬ 
partment  store  is  a  composite  of  vari¬ 
ously  handled  activities  and  services: 
it  is  not  merely  a  purveyor  of  goods  on 
its  own  account.  Thus  the  net  other 
income,  which  today  hulks  large  in  the 
pretax  earnings  figure,  includes  such 
items  as  net  profit  or  loss  on  leased 
departments:  credit  of  imputed  inter¬ 
est  on  selected  assets  previously  (  barged 
as  expense:  income  from  service 
charges,  and  other  revenue  (net). 

Because  these  several  elements  bulk 
increasingly  large  in  department  store 
operation  today,  management  is  likely 
to  prefer  to  look  simply  at  the  final 
resultant  percentages  for  pretax  and 
after-tax  earnings.  But  in  that  event 
the  most  appropriate  base  for  these 
trercentages  is  all  department  sales, 
including  the  sales  of  leased  depart¬ 
ments.  On  that  base,  weighted-average 
earnings  before  taxes  in  1958  were 
5.35  per  cent  as  compared  with  5.3  |)er 
cent  in  1957,  and  earnings  after  taxes 
were  2.65  per  cent,  the  same  as  in  1957. 
Because  of  the  inclusion  of  leased  de¬ 
partment  sales  in  the  base,  these  ratios 
naturally  are  lower  than  those  on  the 
maned  department  base. 

Relatively  low  average  rates  of  re¬ 
turn  on  capital  in  the  department 
store  industry  during  recent  years  have 
stiimdated  interest  in  other  yardsticks 
for  earnings  in  addition  to  the  tradi¬ 
tional  percentage-to-sales  ratios.  One 
such  yardstick  is  the  ratio  of  gross  mar¬ 
gin  to  average  cost  inventory. 

\nother  measure  on  the  same  basis 
is  the  ratio  of  pretax  earnings  to  aver¬ 
age  cost  inventory.  This  ratio  in  1958 
exhibited  a  wide-range,  from  a  low  of 
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fonceni''  tt)  a  high  of  52  per  cent  for 
those  o\<  1  S50  million.  The  variables 
affecting  this  ratio  are  the  stockturn 
rate,  the  gross  margin  rate  and  the 
expense  rate. 

The  wiile  range  of  these  ratios  in 
the  seveial  volume  groups  is  shown 
in  Table  I. 

Return  on  Capital  Stock  and  Surplus 

Two  (onventional  yardsticks,  of 
course,  are  pretax  and  after-tax  earn¬ 
ings  in  lelatioti  to  investment  as  rep¬ 
resented  by  capital  stock  and  surplus. 
The  weighted  average  of  pretax  earn¬ 
ings  was  11.5  per  cent  of  capital  and 
surplus  as  compared  with  12.0  per  cent 
in  1957  and  after-tax  earnings  on  the 
same  Irasis  showed  figures  of  5.5  |ier 
rent  and  li.O  per  cent  in  1958  and  1957 
respectively.  (These  are  revised  weight¬ 
ed  aveiages  excluding  the  over-$50- 
niilliun  firms.)  The  range  of  common 
figures  for  these  tw'o  ratios  according 
to  the  several  volume  groups  is  given 
in  Table  2. 

Since  many  concerns  in  the  two 
smallest  volume  cla.ssifications  are 


partnerships  or  proprietorships,  no 
(omparalrle  figures  for  earnings  on  in¬ 
vestment  could  be  developed  for  them. 
.\t  the  other  end  of  the  volume  scale 
a  dilferent  difficulty  is  encountered, 
namely,  the  fact  that  so  many  of  these 
large  stores  are  members  of  owmership 
groups  and  therefore  in  many  instances 
do  not  have  individual  balance  sheets 
which  clearly  reflect  the  capital  and 
surplus  used  in  the  particular  l)usiness. 
C’.eneral  experience  in  recent  years, 
however,  indicates  that  the  average 
after-tax  return  on  investment  for  such 
enterprises  is  distinctly  higher  than 
the  general  average,  presumably  in  the 
vicinity  of  8  per  cent  or  9  per  cent. 

Suggested  Yardstick  for  Contribution 

For  a  number  of  years  progressive 
tlepartment  store  managements  have 
used  contribution  figures  as  an  impor¬ 
tant  gauge  of  performance  of  indi¬ 
vidual  selling  departments,  although 
there  is  not  much  uniformity  of  prac¬ 
tice  with  respect  to  the  composition 
of  the  so-called  direct  departmental 
expenses  which  are  deducted  from 
gross  margin  in  order  to  arrive  at  the 


Tablo  1 

Return  on  Inventory  Investment 


Total  Net  Sales 

Gross  Margin  as  a 

Pretax  Earnings  as  a 

per  Report 

Percentage  of  Average 

Percentage  of  Average 

(In  thousands) 

Cost  Inventory 

Cost  Inventory 

Less  than  $250 

115% 

7.5% 

$250-  $500 

140 

11.0 

$500-  $1,000 

195 

14.0 

$1,000-  $2,000 

215 

22.0 

$2,000-  $5,000 

220 

21.0 

$5,000-$10,000 

235 

30.0 

$10,000-$20,000 

230 

28.0 

$20,000-$50,000 

250 

37.0 

$50,000  or  More 

280 

52.0 

Table  2 

Return  on  Capital  Stock  and  Surplus 

Total  Net  Sales 

Pretax  Earnings  as  a 

After-tax  Earnings  as  a 

per  Report 

Percentage  of  Capital 

Percentage  of  Capital 

(In  thousands) 

Stock  and  Surplus 

Stock  and  Surplus 

$500-  $1,000 

5.0% 

3.0% 

$1,000-  $2,000 

10.0 

5.5 

$2,000-  $5,000 

9.0 

5.0 

$5,000-$  10,000 

12.0 

6.0 

$10,000-$20,000 

10.0 

5.0 

$20,000-$50,000 

12.5 

6.0 

contribution.  .\lso  there  has  been  no 
published  storewide  figure  for  contri¬ 
bution  that  might  be  used  as  a  com¬ 
mon  denominator.  As  a  tentative  sug¬ 
gestion  in  the  direction  of  such  a  com¬ 
mon  denominator  for  contribution, 
the  Harvard  Report  includes  this  year 
an  experimental  calculation  utilizing 
tlata  in  this  study  for  the  volume  classi¬ 
fications  ranging  from  $2  million  up. 
In  this  calculation  it  is  assumed,  for 
simplicity,  that  the  variable  expense's 
tan  be  represented  by  five  groups  of 
expense  centers:  Direct  and  General 
.Selling:  Merchandising;  Sales  Promo¬ 
tion:  Material  Handling,  and  ,\c- 
counts  Receivable  and  Credit.  (.Actu¬ 
ally  this  combination  of  expense  cen¬ 
ters  tioes  not  differ  too  widely  from 
the  categories  of  expense  which  some 
well-managed  stores  today  are  consid¬ 
ering  as  direct  expense  for  the  purpose 
of  arriving  at  departmental  contribu¬ 
tion  figures.)  The  totals  of  the  expense 
center  groups,  as  a  percentage  of  net 
sales,  are  deducted  from  the  gross  mar¬ 
gin  {lercentages,  the  difference  being 
the  over-all  contribution  as  a  frercent- 
age  of  net  sales.  As  calculated  in  the 
Report,  this  percentage  for  1958 
ranged  from  a  low  of  13.75  per  cent  in 
the  $10-S20-million  bracket  to  a  high 
of  14.9  per  cent  in  the  $5-$10  million 
classification. 

The  next  step  was  to  relate  the  con¬ 
tribution  to  the  average  cost  inven¬ 
tory  plus  the  average  accounts  receiv¬ 
able  outstanding,  since  this  total  rep¬ 
resents  the  great  bulk  of  the  w’orking 
capital  used  to  produce  the  contribu¬ 
tion.  This  yardstick  for  contribution 
ranged  from  42.3  per  cent  to  49  per 
cent  among  the  volume  groups  above 
.S2  million.  The  highest  figure  was  for 
the  firms  above  $50  million.  These 
ratios  are  set  forth  not  particularly  as 
affording  significant  comparisons  for 
the  year  1958  but  rather  as  suggesting 
possible  approaches  to  the  problem  of 
developing  some  new  goals  and  some 
new  yardsticks  for  the  measurement  of 
management  efficiency.  The  approach 
outlined  could  w'ell  be  subject  to  sub¬ 
stantial  refinement  and  improvement, 
but  taken  at  face  value  the  experi¬ 
mental  figures  reported  suggested  that 
roughly  15  per  cent  of  sales  and  50  per 
cent  of  the  combined  inventory-receiv¬ 
ables  investment  are  minimum  store¬ 
wide  marks  to  shoot  for  when  contri¬ 
bution  is  figured  on  the  basis  indicated. 
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CMD  CONFERENCE 


The  True  Costs  of 
Selling  on  Credit 

A  warning  that  many  stores  are  approaching  the  limit  of  credit 
extension  on  today's  prevailing  terms  because  they  are  subsidizing 
it  out  of  merchandising  profits.  Needed:  a  realistic  measurement  of 
credit  expenses,  including  the  cost  of  capital  at  its  true  rate. 


By  John  F.  Lebor,  Vice  President,  Federated  Department  Starts 


WITH  the  great  importance  ot 
credit  in  most  of  our  businesses, 
department  stores  have  a  real  need  for 
an  accounting  system  that  will  pro¬ 
duce,  on  a  regularly  recurring  basis, 
the  income  and  costs  resulting  from 
their  credit  operations,  as  distinguished 
from  their  merchandising  operations. 

Unfortunately,  typical  department 
store  accounting  intermingles  credit 
operating  expenses  with  merchandis¬ 
ing  expenses  and  those  resulting  from 
other  services,  .\fter  arriving  at  a  so- 
called  “operating  profit”  by  deducting 
this  conglomerate  of  expenses  from 
merchandising  gross  margin,  typical 
department  store  accounting  then  in¬ 
cludes  credit  service  charge  income  as 
part  of  “other  income  and  other  de¬ 
ductions”  to  produce  a  pretax  income 
figure. 

This  was  quite  satisfactory  before 
the  days  of  important  instalment  and 
revolving  budget  selling,  but  in  my 
opinion  it  now  represents  an  undesir¬ 
able  practice  that  creates  erroneous  im¬ 
pressions  regarding  the  effect  on  profit 
of  deferred  payment  credit  selling— 
and  at  the  same  time  understates  the 
profit  from  merchandising  operations. 
VVe  would  not  for  a  moment  consider 
crediting  income  from  our  garages  to 
“other  income”  while  charging  the 
costs  of  running  our  garages  to  “ex- 
|>enses.”  Nor  would  we  consider  cred¬ 
iting  the  income  from  our  restaurants 
to  “cost  of  sales”  while  charging  food 
costs  and  operating  expenses  of  our 
restaurants  to  “expenses”— yet  this  is 


exactly  what  most  of  us  are  doing  with 
our  accounting  for  credit. 

There  are  exceptions  to  all  state¬ 
ments,  and  I  want  to  pay  tribute  to 
the  handful  of  department  store  type 
retailers  w'ho  do  separate  their  meas¬ 
urement  of  merchandising  operations 
from  credit  operations.  .\lso  to  those 
who,  not  being  willing  to  make  the 
foregoing  separation  in  their  account¬ 
ing  systems,  have  in  recent  years  under¬ 
taken  to  measure,  in  a  formal,  regular¬ 
ly  recurring  manner,  the  expenses  cre¬ 
ated  by  credit  selling.  I  know  I  am  on 
safe  ground  when  I  say  that  every  de¬ 
partment  store  that  has  produced  a  set 
of  figures  of  this  nature,  with  the  use  of 
sound  cost  accounting  principles,  has 
been  surprised  at  the  magnitude  of  the 
expenses.  Also,  those  who  have  refined 
these  studies  to  measure  the  expenses 
by  type  of  plan  have  been  surprised 
by  the  large  size  of  the  expenses  in¬ 
volved  in  operating  instalment  and 
revolving  credit  plans.  I  suspect  that 
most  stores  are  looking  only  at  the 
income  aspects  of  instalment  and  re¬ 
volving  credit  plans;  or,  if  they  have 
attempted  to  report  expenses  relating 
to  them,  I  suspect  it  is  an  incomplete 
list  of  expense  items,  prepared  by  the 
use  of  only  a  very  rough  method  of 
identifying  the  related  expense  dollars. 

Cost  of  Capitol.  1  am  also  bold  enough 
to  say  that  most  stores  that  do  go  that 
far  in  attempting  to  measure  the  ex¬ 
tent  to  which  their  credit  operations 
are  subsidized  by  their  merchandising 


operations,  fail  to  include  one  of  the 
most  important  of  all  costs  involved  in 
credit  selling,  namely,  the  cost  of  the 
additional  capital  needed  to  sell  on 
credit— as  contrasted  to  selling  for  cash. 

I  have  the  temerity  to  also  surmise 
that  those  few  stores  that  do  accurately 
measure  credit  expenses,  and  also  do 
include  a  charge  for  capital  (for  pur¬ 
poses  of  analysis  and  management 
policy  making,  if  not  for  accounting 
purposes),  do  not  use  a  realistic  rate  to 
measure  the  cost  of  such  capital.  Some 
department  stores  that  go  this  far  in 
their  analysis  measure  the  cost  of  capi¬ 
tal  by  the  rate  which  their  companies 
would  pay  for  borrowed  money.  1 
have  even  seen  some  that  are  so  naive 
as  to  use  the  rate  applicable  to  90-day 
•'ank  loans  as  a  measurement. 

The  facts  are  that  not  even  one-half 
the  capital  we  need  to  operate  our 
stores  can  be  borrowed  even  if  it  were 
desirable— which  it  is  not.  By  far  the 
greatest  part  must  be  provided  by 
stockholders. 

The  funds  so  available  from  stock¬ 
holders  and  borrowings  form  a  pool 
of  dollars  that  we  then  apply  to  the 
different  kinds  of  assets  we  need  to 
operate  a  store.  The  cost  of  the  capital 
applied  to  any  asset,  including  cus¬ 
tomer  balances,  is,  of  course,  deter¬ 
mined  by  the  composite  cost  of  obtain¬ 
ing  the  pool  of  capital  derived  in  the 
foregoing  manner.  To  arrive  at  such  a 
figure  it  is  necessary  to  determine  what 
it  costs  to  obtain  the  use  of  funds  sup 
plied  by  our  stockholders,  whether  ob- 
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ijiiied  by  subscription  tor  new  shares 
orobtaineil  l)y  refraining  from  distrib- 
iiting  earnings  on  their  existing  stock. 

in  my  opinion  the  cost  of  equity 
lapital  is  uieasured  l)y  the  number  of 
iimes  earnings  the  public  will  pay  for 
I  \our  stotk.  Tite  higher  this  price- 
rjmings  ratio  the  lower  your  cost  of 
itjuity  capital,  and  vice  versa.  There 
jrefew  department  stores  in  this  coun- 
tit  that  can  obtain  common  eipiity 
capital  at  a  pretax  cost  of  less  than  20 
percent  per  annum.  For  most  of  them 
the  cost  is  considerably  higher.  Let 
i  me  urge  you  not  to  fall  into  the  trap 
I  of  thinking  that  the  cost  of  equity 
capital  is  measured  by  the  rate  of  divi- 
clends-or  the  equally  fallacious  view- 
[mint  that  retained  earnings  have  no 
:  cost. 

To  recapitulate:  (1)  department 
■ctores  should  carefully  measure  the 
costs  of  their  credit  operations;  (2) 
i  these  costs  should  include  all  of  the 
.  appropriate  items  customarily  report- 
i  ed  in  the  expense  section  of  a  profit 
and  loss  statement:  and  (S)  for  analyti¬ 
cal  and  decision-making  ptirposes  at 
least,  they  should  also  include  a  realis¬ 
tic  charge  for  obtaining  the  funds  used 
toextend  credit.  It  will  be  recognized, 
of  course,  that  the  impact  of  the  latter 
will  vary  by  type  of  account,  i.e.,  cost 
,  of  capital  will  be  a  much  larger  pro- 
*  [xartion  of  total  true  costs  of  deferred 
payment  selling  because  of  the  slower 
turnover  of  balances,  than  of  regular 
charge  accounts. 

^  After  relating  these  true  costs  by 
type  of  plan  to  credit  service  charge 
income,  management  must  then  eval¬ 
uate  the  net  result  in  relation  to  its 
judgment  as  to  the  effect  on  all  other 
profit  factors  of  the  plus  volume  it 
Itelieves  each  of  its  credit  plans  pro- 
I  (luce.  This  is  not  an  easy  judgment, 
hut  it  is  one  of  growing  importance. 
Those  who  do  not  do  it  skillfully  will 
gradually  lose  out  in  the  competitive 
race. 

.  Limits  to  Subsidized  Credit.  The  trend 
in  department  stores  has  been  towards 
sharply  increased  capital  requirements. 
Dollar  sales  are  growing;  the  percent- 
■  age  of  sales  on  credit  is  gradually  in- 
‘  creasing;  and  the  percentage  of  credit 
‘  sales  payable  on  a  deferred  basis  is 
!  increasing.  Similarly,  capital  require¬ 
ments  for  other  assets  as  a  percentage 
;  of  sales  are  in  a  rising  trend. 
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With  no  indications  of  a  reversal  in 
these  trends  and  with  many  depart¬ 
ment  stores  now  having  difficulties  in 
obtaining  capital  needed  to  preserve 
their  competitive  position,  if  not  im- 
[iiove  it,  one  does  not  have  to  be 
clairvoyant  to  perceive  that  many  de¬ 
partment  stores  will,  in  the  not  too 
distant  future,  be  required  to  restrict 
their  credit  selling  if  they  do  not  limit 
to  manageable  proportions  the  extent 
of  its  true  subsidy  from  merchandising 
operations. 

If  the  subsidy  becomes  dispropor¬ 
tionately  large,  and  it  cannot  be  ab¬ 
sorbed  by  merchandising  margins,  a 
setpience  of  events  will  start  that  marks 
down  the  value  of  the  stockholders’ 
investment  in  the  business  more  ■and 
more  each  year,  until  finally  it  is  self- 
evident  that  the  business  has  a  greater 
value  if  liquidated  than  if  kept  alive 
...  In  my  view,  there  is  a  limit  to  the 
amcjunt  of  credit  a  department  store 
can  extend  at  today’s  prevailing  terms. 

Service  Charge  Rates.  With  the  in- 
( teasing  growth  of  credit  in  our  busi¬ 
nesses,  we  can  not  afford  to  excessively 
subsidize  this  type  of  service.  But  with 
the  present  level  of  service  charge 
rates,  and  costs  of  operation,  credit 
selling  is  being  subsidized  in  the  great 
preponderance  of  department  stores. 
The  (|uestion  for  fine  judgment  is 
whether  the  subsidy  is  “excessive.” 

I  suspect  that  far  too  many  manage¬ 
ments  are  operating  under  the  illusion 
that  their  deferred  payment  credit 
plans  are  at  least  “standing  on  their 
own  bottom”  and  some,  I  suspect, 
erroneously  believe  that  credit  as  such 
is  profitable.  How  many  of  you  have 
heard  it  said— or  may  have  said  your¬ 
selves— that  we  lose  money  in  merchan¬ 
dising  in  the  Appliance  Department 
but  make  it  up  because  of  the  large 
amount  of  instalment  receivables  the 
department  creates?  I  am  convinced 
that  this  is  false  reasoning.  It  is  also 
my  view  that  the  present  level  of  credit 
service  charges  must  be  considered  an 
absolute  minimum. 

In  this  connection,  we  should  all 
train  ourselves  to  think  in  terms  of  dol¬ 
lars  of  service  charge  income  in  rela¬ 
tion  to  dollars  of  expense— and  not  fall 
into  the  trap  of  thinking  in  terms  of 
percentage  service  charges.  Our  aver¬ 
age  deferred  payment  balances  are 
small  in  relation  to  non-retailer  pur¬ 


veyors  of  consumer  credit.  Practically 
all  of  the  expenses  of  operating  this 
ty|je  of  account— apart  from  the  cost 
of  capital— are  the  same  for  a  small 
balance  as  a  larger  balance.  Therefore, 
we  need  higher  percentage  rates  than 
others  operating  with  larger  average 
balances.  This  principle,  of  course, 
has  been  recognized  for  decades  in 
both  practice  and  legislation  regarding 
other  types  of  consumer  credit. 

State  Credit  Legislation.  The  legal 
basis  of  the  credit  service  charge  for  a 
retail  instalment  contract,  whether  a 
conditional  sale,  chattel  mortgage,  or 
unsecured,  is  predicated  on  the  “time 
price  theory.”  .As  you  know,  this  is  the 
theory  that  says  a  retailer  may  have  a 
different  price  for  his  goods  when  sold 
on  credit  than  when  sold  for  cash.  The 
merchant's  credit  price  consists  of  the 
amount  ticketed  on  the  merchandise, 
plus  the  credit  service  charges.  Un¬ 
fortunately,  there  have  been  one  or 
two  (ourt  decisions  in  recent  years  that 
liave  made  it  important  to  obtain  legis¬ 
lation  in  many  states  to  reaffirm  the 
“time  price  theory,”  and  to  authorize 
credit  service  charges  in  the  amounts 
necessary  to  cover  the  costs  of  extend¬ 
ing  credit. 

Because  of  the  nature  of  the  ac¬ 
count,  this  is  particularly  important 
with  respect  to  the  revolving  type  of 
deferred  payment  credit.  Accordingly, 
there  is  much  legislative  activity  in 
many  states.  I  can  not  too  strongly 
emphasize  the  imp>ortance  of  every 
retailer  in  the  United  States  actively 
interesting  himself  in  this  subject. 

There  are  many  important  factors 
to  be  considered  in  drafting  desirable 
credit  legislation.  One  of  its  many 
provisions  is  that  relating  to  maximum 
permissible  service  charges,  if  the  stat¬ 
ute  is  to  include  a  maximum.  I  would 
remind  you  that  all  of  the  true  ele¬ 
ments  of  cost  to  which  I  have  referred 
(including  a  realistic  cost  of  capital) 
should  be  recognized  in  setting  any 
such  maximums.  I  would  also  remind 
you  that  rates  included  in  legislation 
are  frequently  difficult  to  change,  and 
at  best  are  slow  to  change.  For  this 
reason,  any  rates  set  at  this  time  should 
also  recognize  that  the  cost  of  capital 
is  presently  at  an  historically  low 
level.  .Also,  that  operating  expenses 
are  likely  to  continue  to  rise— particu¬ 
larly  if  inflation  continues. 
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CMD  CONFERENCE 


The  Management  of  Credit  Sales 


The  26th  annual  midyear  confer¬ 
ence  of  the  NRMA  Credit  Man¬ 
agement  Division  was  held  in  St.  Louis 
last  month,  in  cooperation  with  the 
Retail  Credit  Men’s  Association  and 
the  Credit  Bureau  of  St.  Louis.  Dur¬ 
ing  the  four-day  meeting,  approxi¬ 
mately  450  delegates  attended  a  choice 
of  18  sessions,  which  consisted  of 
formal  talks,  w’orkshop  hours,  panel 
discussions  and  informal  “ask  the  ex¬ 
pert”  sessions.  More  than  70  special¬ 
ists,  in  and  out  of  retailing,  gave  pre¬ 
pared  talks  and  served  as  chairmen,  co- 
chairmen,  moderators,  discussion  lead¬ 
ers  and  panel  members. 

I'he  theme  that  ran  through  all  the 
talks  and  discussions  was  how  the 
tredit  manager  can  fulfill  his  growing 
responsibilities  as  salesman  and  build¬ 
er  of  customer  relations.  The  credit 
manager  was  frequently  reminded  of 
the  competition  he  faces  from  the  new 
credit  groups,  such  as  the  .American 
Express  plan,  that  are  developing.  He 
was  urged  to  join  the  management 
team  of  his  store  by  working  more 
closely  with  merchandisers  and  sales 
promotion  pc'ople,  in  order  to  tie  in 
his  credit  plans  with  the  store’s  mer¬ 
chandise  offerings  and  its  formulated 
store  image.  He  was  given  promotion 


ideas  for  selling  new  credit  plans,  such 
as  revolving  credit  and  the  continuous 
type  instalment  account:  for  selling  to 
new  markets,  such  as  teen-agers  by 
offering  them  appropriate  junior 
charge  plans;  and  for  increasing  vol¬ 
ume  through  continuous  promotion 
to  old  customers.  He  was  also  advised 
on  ways  to  improve  efficiency  of  credit 
department  operations.  And  he  was 
brought  up  to  date  on  developments 
in  electronics  which  promise  complete 
automation  of  accounts  receivable  in 
the  near  future. 


department  store  credit  volume  much 
affected  by  the  various  new  types  ol 
credit  facilities  offered  by  non-retail¬ 
ers.  .Speaking  specifically  of  the  revolv 
ing  credit  bank-check  plans,  he  said: 

“I  would  expect  that  they  will  either 
be  an  additional  credit  facility  or,  il 
they  replace  anything,  it  will  be 
of  the  lending  that  small  loan 
panies  have  been  doing.  Most  of  these 
bank  plans  operate  with  average  un¬ 
paid  balance  well  in  excess  of  S30fl, 
the  average  income  of  the  debtor  is 
likely  to  be  fairly  high,  and  the  num¬ 
ber  of  transactions  in  the  account 
rather  small.  Even  though  the  bank 
service  charge  is  publicized  as  one  per 
cent  per  annum,  it  applies  to  the  daily 
average  balance,  where  in  our  stores  it 
generally  is  applied  only  to  the  balance 
at  the  beginning  of  the  month.  This, 
together  with  the  25  cents  per  check 
charge  in  general  use,  means  that  the 
total  bank  service  charge  for  an  ac- 
iperated  at  the  average  depart- 


somt 


A  Note  of  Caution.  .Although  most  de¬ 
partment  stores  are  committed  to  the 
promotion  of  more  deferred  payment 
credit  business,  there  has  been  increas¬ 
ing  uneasiness  among  some  store  heads 
and  controllers  about  its  financing  re- 
cpiirements.  In  the  most  outspoken 
warning  that  has  yet  been  made  pub¬ 
licly  on  this  subject,  John  F.  Lebor, 
vice  president  of  Federated  Depart¬ 
ment  Stores,  told  the  CMD  conference 
that  most  stores  actually  do  not  know 
what  customer  credit  costs  them.  The 
text  of  his  proposals  for  a  realistic  cost 
accounting  for  the  credit  operation  ap¬ 
pears  on  page  16  of  this  issue. 

Lclx)r  said  he  does  not  expect  to  see 


count  o| 

ment  store  balance  would  be  larger  for 
the  bank  plan  than  for  a  department 
store  that  charges  1.5  per  cent  per 
month. 

“My  guess  is  that  they  will  have  no 
substantial  effect  on  department  store 
revolving  budget  credit,  except  that 
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Store  Approach 
To  Credit  Selling 


(iblv  in  a  small  number  of  cases 
pie  with  such  bank  plans  will  make 
mcnts  on  their  department  store 
luiits  more  promptly.” 


TH.-VT  the  job  of  totlay’s  credit  man¬ 
ager  requires  salesmanship  and 
excellence  in  customer  relations  was 
stressed  by  both  a  representative  of  top 
management  and  a  merchandise  man. 
Both  addressed  the  opening  session  of 
the  credit  conference. 

The  top  management  speaker  was 
NRMA  president  Nathan  J.  Gold, 
who  is  chairman  of  the  board  of  Gold 
&  Company,  Lincoln,  Nebraska.  Be¬ 
cause  of  the  credit  department’s  exten¬ 
sive  dealings  with  customers,  he  said, 
“No  one  in  the  store  has  an  equal 
t  hance  to  instill  in  the  customef  and 
the  community,  the  personality  that 
the  store  represents,  the  ‘image’  that 
is  in  the  mind  of  the  public  for  fair 
dealing,  for  firmness,  for  consideration. 
No  one  has  a  better  opportunity  to  im¬ 
prove  the  relationships  that  exist  be¬ 
tween  the  customer  and  the  store  in 
this  age  of  Diner  Club  cards,  bank 
credit  plans,  charga-plates  that  are  ac¬ 
cepted  by  all  stores.  Your  customer 
has  been  educated  to  know  that  she 
can  go  anyw'here  and  charge  merchan¬ 
dise,  and  she’ll  go  to  the  store  that  is 
most  considerate  and  friendly,” 


PlMien  Leaders.  The  credit  managers 
«j)o  acted  as  chairmen,  co-chairmen 
jnd  discussion  leaders  of  the  meetings 


David  \V’.  Bollman,  Joseph  Horne 
aCompaiiy,  Pittsburgh  and  chairman, 
fcMD  Sales  Promotion  Committee: 
William  F.  Cofer,  Jr.,  Neiman-Marcus 
Company,  Dallas:  Guenter  Borg,  Gim- 
bel  Brothers,  Philadelphia  and  chair¬ 
man,  C.VID  Management  Practices 
Committee:  Ray  Johnson,  Boston 
Store,  Fort  Dodge,  low'a,  and  chair¬ 
man  of  the  CMD  Smaller  Stores  Com¬ 
mittee:  Clare  L.  Prowse,  Demery’s, 
Detroit  and  co-chairman.  Smaller 
Stores  Clommittee:  Robert  Calvert, 
Ziesel  Brothers,  Elkhart,  Ind.:  J.  Ross 
Springer,  Henry  Morgan  &  Company, 
Montreal,  and  chairman  CMD  Instal¬ 
ment  .Selling  Committee:  Ceil  Spag- 
nola,  Boston  Store,  North  Adams. 
.Mass.:  Robert  Conlogue,  Cox’s,  Inc., 
.McKecs|x)rt,  Pa.:  R.  D.  Shaver,  Madi- 
gans,  Chicago:  W.  W,  Vance,  Froug’s, 
Tulsa:  Josephine  Hexdall,  The  Kil¬ 
lian  Company,  Cedar  Rapids:  Ed  Falk, 
■Newman’s,  Joplin:  Bernice  .Sharpies, 
Buck’s,  Inc.,  Wichita:  R.  Leo  Frye, 
John  .\.  Brown  Company,  Oklahoma 
City:  B.  C.  Gilbert,  L.  S.  Good  &  Com¬ 
pany,  Wheeling:  W.  L.  Grant  Snell, 
The  Robert  Simpson  Co.,  Ltd.,  Toron¬ 
to,  and  chairman  CMD  Authorizing 
Procedures  Committee:  Kenneth  Oet- 
zel,  Boyd-Richard.son  Company,  St. 
Louis,  and  co-chairman.  Authorizing 
Procedures  Committee:  R.  M.  Grin- 
ager,  J.  L.  Hudson  Co.,  Detroit  and 
former  chairman  of  the  Division:  E. 
M.  Arthur,  Woodward  &  Lothrop, 
Washington,  D.  C.  and  co-chairman, 
CMD  Credit  Reporting  Service  Com¬ 
mittee:  A.  Lloyd  Dye,  Credit  Bureau 
of  Kansas  City,  Vern  E.  Svendson,  God- 
chaux’s.  New  Orleans  and  chairman 
Xew  Developments— Trends  Commit¬ 
tee:  Charles  E.  Dougherty,  Jordan 
.Marsh  Co.,  Boston  and  chairman  Elec¬ 
tronics  and  Billing  and  Bill  Adjust¬ 
ment  Committee:  Jack  Hecht,  Gertz, 
Jamaica,  New  York. 

This  report  contains  highlights  of 
the  convention, 


NRMA  president  Nathan  J. 
(iold  emphasized  the  public 
relations  importance  of  the 
credit  department  operation. 


Gold’s  recommendations  to  the  cred¬ 
it  managers  on  how  to  improve  their 
selling-customer  relations  job  were: 

1.  Grant  (or  refuse)  credit  quickly 
and  pleasantly.  Be  willing  to  take 
risks.  He  said;  “I  know  that  you  have 
many  problems  in  extending  credit; 
but  I  do  believe  this— that  there  is 
no  such  thing  as  a  doubtful  account. 
An  account  is  either  good  or  it  is  bad. 
If  you  accept  it,  accept  it  graciously 
and  kindly  and  not  grudgingly.  If  you 
turn  it  down,  be  pleasant  and  consid¬ 
erate  when  you  do  refuse  the  account. 
Perhaps  that  customer  will  be  a  good 


Naumann  Elected  Chairman 


man— Guenter  Borg,  Gimbel  Brothers, 
Philadelphia;  third  vice  chairman— E. 
M.  Arthur,  Woodward  &  Lothrop, 
Washington,  D.  C.;  secretary-treasur¬ 
er— William  F.  Cofer,  Jr.,  Neiman- 
Marcus  Company,  Dallas. 

Four  new  directors  were  chosen. 
They  were:  John  Gribbon,  Macy's,  Now 
York;  E.  T.  Sullivan,  H.  P.  Wasson  & 
Company,  Indianapolis;  Clare  L. 
Prowse,  Demery's,  Detroit;  and  Charles 
E.  Dougherty,  Jordan  Marsh  Company, 
Boston. 

The  following  directors  were  re¬ 
elected:  Dean  Ashby,  The  Fair,  Fort 
Worth;  William  Benson,  Schuneman's, 
St.  Paul;  Kenneth  Oetzel,  Boyd's,  St. 
Louis;  S.  C.  Patterson,  J.  C.  Penney  Co., 
New  York;  Grant  Snell,  Robert  Simp¬ 
son,  Toronto;  Vern  Svendson,  Leon 
Godchaux  Co.,  New  Orleans. 


CHARLES  F.  NAUMANN,  Lansburgh's, 
Washington,  D.  C.,  was  elected 
chairman  of  the  Credit  Management 
Division.  Other  officers  elected  at  the 
conference  were:  first  vice  chairman— 
David  W.  Bollman,  Joseph  Horne  Com¬ 
pany,  Pittsburgh;  second  vice  chair- 


The  full  proceedings 
will  be  published,  as  in  previous  years, 
in  the  Credit  Management  Yearbook. 
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Westinghouse  Electric  Stalrwsys 

PASSENGER  AND  FREIGHT  ELEVATORS  •  PROTECTIVE  MAINTENANCE  AND  SERVICE 


To  move  merchandise,  you’ve  got  to 
move  people — literally.  Moving  people 
conveniently  and  pleasantly  to  upper 
floors  can  be  done  best  by  Westing- 
house  Electric  Stairways.  These  smart, 
efficient  stairways  help  make  every  floor 
a  main  floor.  They  carry  passengers 
safely,  quickly  and  comfortably  to  up¬ 
per  floors  to  increase  sales  volume  and 
improve  profits.  There  are  many  archi¬ 


you  CAN  .f  SURE... IF  TiW^stinghouse 

Watch  Westinghouse  Lucille  Ball-Desi  Arnaz  j-9e769A 

Shows  CBS-TV  Mondays 


tectural  materials  for  balustrade  styling 
from  which  you  may  choose. 

Details  on  how  Westinghouse  can 
help  your  store  can  be  obtained  by 
writing  to:  Store  Research  and  Plan¬ 
ning  Department,  Westinghouse  Ele¬ 
vator  pivision,  150  Pacific  Avenue, 
Jersey  City  4,  New  Jersey— or  call  the 
Westinghouse  Elevator  Sales  Office 
nearest  you.  No  obligation,  of  course. 


Stairways  mean  better 

business  on  all  floors 


account  some  day  even  though  you 
turn  her  down  now.” 

2.  Have  a  clear  picture  of  the  store’s 
image  and  be  part  of  the  selling  team. 
Get  advance  information  about  pro¬ 
motion  plans;  read  store  ads  and  brief 
associates  about  selling  plans. 

.’I.  When  you’re  collecting,  continue 
to  try  to  sell.  “Take  time  to  visit, 
be  considerate  with  the  customer,  yet 
firm  in  what  has  to  be  done,”  Gold 
said. 

Merchandiser's  View.  A  much  closer 
w’orking  arrangement  between  the 
merchandising  organization  and  the 
credit  department  was  urged  by  Ralph 
H.  Straub,  vice  president  and  general 
merchandise  manager  of  Stix,  Baer  & 
Fuller.  He  said  that  credit  executives, 
merchants  and  management  should  all 
work  to  integrate  credit  promotion 
more  closely  with  merchandising  pro¬ 
grams.  He  suggested  that  the  credit 
department,  like  the  merchandising 
and  promotion  divisions,  should  have 
a  six-months  plan,  just  as  sales  and 
stocks,  promotions  and  training  are 
projected  for  six  months,  so  should  the 
credit  goals  and  the  plans  for  achiev¬ 
ing  them  be  laid  out  for  six  months. 
This  would  give  complete  coordina¬ 
tion,  with  the  credit  promotion  plan 
supporting  and  being  supported  by 
the  merchandising  plan.  “You  should 
know  more  about  the  thinking  behind 
our  important  purchases,”  said  Straub, 
“and  be  a  part  of  the  planning.” 

“In  a  store  such  as  oursV  he  con¬ 
tinued,  “credit  sales  amount  to  more 
than  60  per  cent,  and  no  doubt  will  be 
betw’een  65  and  75  per  cent  within 
another  five  years.”  Besides  the  in¬ 
creasing  responsibility  this  growth  of 
credit  puts  on  the  credit  executive  for 
good  customer  relations  and  for  pro¬ 
ductive  promotions,  it  should  also  put 
him  in  a  position  to  offer  guidance  to 
the  merchandising  program.  “The 
credit  department,”  said  Straub,  “is 
not  adequately  used  in  the  measuring 
of  who  our  customers  are,  what  they 
are  buying,  why  they  do  not  buy  more, 
or  why  they  buy  so  little  in  some  de¬ 
partments  of  our  stores,  and  why  they 
stop  buying.  A  great  weakness  of 
credit  department  machinery  is  that 
we  cannot  tell  enough  about  our  cus¬ 
tomers’  buying  habits.  Credit  records 
should  tell  us  more  about  our  cus¬ 
tomers.” 


Option  Plans 
Prove  Successful 

FAV0R.\BLE  results  of  using  option 
plans  were  reported  by  both  Dean 
.^shby,  credit  sales  manager  of  The 
Fair,  Fort  Worth  and  C.  L.  Prowse, 
credit  sales  manager  of  Demery’s,  Inc., 
Detroit. 

In  Ashby’s  opinion,  the  .SO-day 
charge  account  with  option  terms  rep¬ 
resents  the  culmination  in  the  develop¬ 
ment  of  charge  accounts  as  a  merchan¬ 
dising  tool  and  he  urged  more  stores 
to  adopt  it. 

He  quoted  from  seven  stores  located 
throughout  the  country  that  told  how 
option  plans  have  affected  their  busi¬ 
nesses.  One  doubled  its  outstandings 
in  one  year,  another  trebled  the  num¬ 
ber  of  active  accounts  in  two  years. 
Other  reports:  a  20  per  cent  increase 
in  credit  sales  and  25  jier  cent  increase 
in  accounts  receivables;  a  six  per  cent 
increase  in  charge  business  in  nine 
months:  an  86  per  cent  greater  usage 
of  accounts  after  conversion  to  option 
terms.  One  store  said  the  average 
charge  sale  rose  from  $6  to  $10.50. 

On  collection  percentages,  the 
range  was  from  .7  of  one  per  cent  in¬ 
crease  in  the  second  half  of  the  year 
(attributed  to  a  better  selling  program 
and  increased  customer  understanding 
of  terms)  to  a  decrease  of  one  per  cent 
below  the  previous  year’s  percentage. 
One  store  said  collection  turnover 
fluctuates  from  26  to  28  per  cent;  an¬ 
other  said  it  ranges  from  38  to  40  per 
cent. 

The  stores  also  commented  that: 
customers  appreciate  the  convenience 
of  option  terms  .  .  .  they  seldom  object 
to  a  service  charge  .  .  .  many  former 
delinquent  customers  now  pay  in  full 
each  month  to  avoid  the  charge  .  .  . 
customers  buy  more  on  option  ac¬ 
counts:  well-rated  customers  who  pre¬ 
viously  made  occasional  small  pur¬ 
chases  now'  run  a  sizable  balance,  con¬ 
sistently  ,  .  .  option  plan  accounts 
show  an  increase  in  average  sales. 

Demery's  Results.  Reporting  on  a 
smaller  store’s  experience  with  option 
accounts,  C.  L.  Prowse  said: 

“.After  a  full  year’s  experience,  we 
cannot  help  but  feel  the  option  type 
of  charge  account  to  be  an  answer  to 
many  problems.  ...  In  January  of 


1958  we  were  carrying  28.3  per  cent  of 
our  outstanding  balance  on  accounts 
receivable  on  30-tiay  charges,  61.5  pn 
cent  on  revolving  credit  and  10.2  per 
cent  on  the  new  optional  chaige.  The 
month’s  over-all  collection  percentage 
was  35  per  cent.  January  1959  found 
100  per  cent  of  the  accounts  receivable 
outstanding  on  optional  terms  and  we 
came  up  with  a  collection  percentage 
of  39  per  cent.  This  is  not  a  fabulous 
increase,  but  it  is  an  increase,  and  . . . 
it  is  mostly  directly  due  to  the  change¬ 
over  of  the  61.5  per  cent  outstanding 
balance  on  revolving  accounts  to  the 
option  plan  which  theoretically  turns 
over  every  four  months  now  instead  of 
every  six  months.” 

There  have  been  these  specific  sav¬ 
ings  in  clerical  operation,  Prowse  said: 
Billing  costs  were  reduced  by  10  per 
cent.  Last  Christmas,  bills  reached 
customers  five  to  seven  days  earlier 
than  previous  seasons  which  helped 
January  collection  percentages.  Speed- 
omat  plates  no  longer  must  be  sorted 
by  type  of  account  prior  to  filing.  Less 
space  is  needed  to  house  the  plates  now 
that  all  are  filed  in  one  category  in 
alphabetical  order.  .Accounts  are  easier 
to  locate,  thereby  saving  a  great  deal 
of  time. 

In  the  collection  department,  he  re¬ 
ported  three  chief  benefits:  No  longer 
must  separate  letters  be  sent  to  differ¬ 
ent  types  of  account,  saving  time  and 
space  for  the  typist.  The  numljer  of 
collection  letters  mailed  has  decreased. 
All  accounts  are  aged  on  the  same 
basis. 

The  Continuous  Type 
Instalment  Plan 

More  stores  should  consider  offer¬ 
ing  the  continuous  type  of  instal¬ 
ment  account,  which  adapts  features 
of  soft  goods  revolving  credit  to  con¬ 
ventional  instalment  accounts  for  hard 
gootls,  said  George  H.  Landis,  credit 
sales  manager  of  Carson  Pirie  Scott  & 
Co.,  Chicago.  He  based  his  recommen¬ 
dations  on  -Carson’s  success  with  its 
Home  Budget  Account. 


Typical  Plan.  He  described  how  a 
typical  continuous  instalment  account 
would  operate,  as  follows: 

(Continued  on  page  56) 
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Research  Consultant 

Two  year  old  Howard  Forman 
is  a  merchandise  adviser  to 
Hess  Brothers  of  Allentown. 
More  about  the  Hess  research 
project  on  pages  25  and  34. 


THE  TOY 

DEPARTMENT 


r 
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WHEN  the  sales  of  a  department  remain  at  a 
standstill  while  the  industry  that  senses  it 
grows  exuberantly,  management  obviously  has 
reason  to  be  concerned.  The  industry’s  growth  is 
a  sign  that  customers  want  its  product;  the  absence 
of  groivth  in  the  department  is  a  sign  that  people 
are  going  elsewhere  for  it,  and  that  the  store’s  good 
will  and  traffic  may  be  suffering  as  a  result. 

So  it  has  been  with  th'e  toy  department.  Over 
the  past  five  years,  toy  volume  in  department  stores 
has  inched  up  only  a  percentage  point  or  two.  The 
toy  indushy,  meantime,  has  increased  its  volume 
by  one-third.  With  more  children  in  the  popula¬ 
tion  than  we’ve  ever  had,  and  with  parents  keenly 
aware  of  the  toy  as  a  necessity  to  the  child’s  de- 
x’eloprnent,  the  toy  business  has  been  thriving. 
Variety  stores  have  made  a  big  thing  of  it.  So  have 
discounters,  super  markets,  drug  stores,  automotive 
equipment  dealers— and  a  very  few  department 
stores. 

Most  department  stores  have  let  the  toy  business 
slip  away  from  them,  and  with  it  they  have  let  slip 


some  wonderful  opportunities  to  build  traffic  12 
months  of  the  year  and  to  ingratiate  themselves 
with  the  parents  and  grandparents  of  young  chil¬ 
dren,  and  with  their  sisters  and  their  cousins  and 
their  aunts.  They  have  missed  out  on  the  sale  of 
related  items  from  other  departments,  for  which 
the  toy  sale  is  the  entering  wedge,  and  they  have 
missed  impulse  sales  all  over  the  store  to  customers 
who  shopped  elsewhere  for  toys. 

The  report  that  follows  is  the  fruit  of  a  research 
study  undertaken  by  Stores  in  order  to  find  out 
how  the  department  store  can  regain  its  share  of 
the  profitable  toy  business,  along  with  the  many 
benefits  that  derive  from  a  flourishing  toy  depart¬ 
ment.  Toy  buyers  throughout  the  country  have 
been  surveyed;  buying  office  people  have  been 
interviewed,  along  ivith  key  manufacturers  and 
others  with  practical  suggestions  to  offer.  In  pre¬ 
senting  here  an  analysis  of  the  thinking  and  ex¬ 
perience  of  these  many  people,  the  editors  express 
their  sincere  appreciation  to  all  who  contributed 
their  time  and  their  ideas  to  this  research. 


A  Stores  REPORT  TO  MANAGEMENT 
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TODAY’S  TOP  TREND  FOR  FAMILY  FUN! 


Electric  Organs  by 


MN 


ELKCmtC  ORAND  CONSOLE  ORGAN 

Superb  instrument  produces  rich,  au¬ 
thentic  organ  tones.  3  full  octaves,  87 
black  and  white  keys . . .  plays  sharps,  ftats, 
chords.  Beautiful  walnut-finished  wood 
case.  Suggested  retail  tBO 

AcMMory  Bench — ^K.D.  tlO. 


ELECTRIC  GOLDEN  PIPE  ORGAN 

Beautifully  finished  reed  organ.  27  black 
and  white  keys,  plays  sharps  and  flats, 
over  2  octaves  with  true  organ  tone.  On-oif 
switch.  Suggested  retail  $20 
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ELECTRIC  STUDIO  ORGAN 

Handsome  table-top  organ  with  profes¬ 
sional  organ  tone . . .  easily  portable,  3  full 
octaves,  37  black  and  white  keys,  plays 
sharps,  flats,  chords.  Walnut-finished  wood 
cabinet.  Suggested  retail  $60 


Exclusive  emenee  key-selector»  method. 

An  EMENEE  exclusive!  New  “Easy-Play”  self-teach 
method  enables  anyone  to  play  immediately  from  actual 
notes... not  by  colors  or  numbers.  A  truly  professional, 
educator-approved  system,  simplified  for  beginners. 


DRAilATIGIU.LY  DEMONSTRATED 
ON  NATIONAL  TV!  On  Top  RaM 
PitH{r8nis...blanktt[iig  mora 
90%  of  al  TV  lioiiios  in  America. 


EMENEE  INDUSTRIES,  INC.,  TOO  FIFTH  AVENUE,  NEW  YORK  10,  N.  Y.,  World’s  largest  manufacturer  of  musical  toys 


Better  Business  Every  Month 

In  the  Toy  Department 


Less  than  half  of  all  the 
toys  bought  are  bought  at 
Christmas.  But  that's  when 
the  department  store  does 
two-thirds  of  its  toy  volume. 


ONE  ol  the  criticisms  most  frequent¬ 
ly  leveled  at  department  stores  is 
that  they  are  active  in  the  toy  business 
only  for  the  six  weeks  or  so  before 
Christmas  each  year.  During  almost 
nine-tenths  of  the  year,  the  toy  depart¬ 
ment  is  dormant,  doing  practically 
nothing  to  attract  customers.  Yet 
rhiklreii  have  birthdays  and  get  toys 
as  presents  throughout  the  year.  They 
need  toys  for  outdoor  play  and  for 
times  when  they  are  housebound. 
They  are  given  them  as  rewards  and 
surprises,  or  to  encourage  the  skills 
and  interests  they  manifest,  or  to  de¬ 
velop  those  skills  and  interests  they 


appear  to  lack.  According  to  a  1958 
survey  by  Parents’  Magazine,  a  major¬ 
ity  of  families  w'ith  children  buy  more 
than  half  their  toys  for  occasions  other 
than  Christmas. 

According  to  Federal  Reserve  fig¬ 
ures,  toy  departments  in  department 
stores  do  7.5  per  cent  of  their  year’s 
volume  in  the  first  quarter  of  the  year. 
These  are  the  months  when  cold 
weather,  in  most  of  the  country,  keeps 
youngsters  indoors  and  puts  a  premi¬ 
um  on  any  toy  or  game  that  will 
occupy  them  long  enough  to  let  their 
mothers  make  a  little  headway  with 
the  housework.  These  are  the  months, 
too,  when  one  child  in  every  four  has 
a  birthday. 

In  the  second  quarter,  when  another 
one-fourth  of  the  children  are  having 
birthdays  and  when  Easter  invites  gifts 
of  toys  for  the  young,  the  department 
does  about  one-eighth  of  its  year’s 
business.  In  the  third  quarter,  when 
beach  and  backyard  toys  and  bicycles 
are  in  demand,  the  figure  moves  up  to 
15  per  cent.  But  in  the  fourth  quarter. 


with  a  notable  assist  from  Santa  Claus, 
the  department  does  nearly  two-thirds 
of  its  year’s  total. 

Fallow  Field.  Obviously  the  early  part 
of  the  year  is  the  field  that’s  lying 
fallow,  and  that  will  repay  cultivation. 
The  trade  thinks  so;  store  heads  who 
like  to  see  fresh  new  merchandise  in 
every  department  in  every  month  of 
the  year  think  so;  buyers  think  so.  In 
fact,  among  the  buyers  who  partici¬ 
pated  in  this  study,  a  large  majority 
hope  to  achieve  volume  gains  in  1959 
primarily  through  more  promotion  in 
the  early  months  of  the  year.  Most  of 
them  have  no  expectation  of  being  al¬ 
lowed  more  space,  or  larger  inventor¬ 
ies,  or  more  money  for  promotion,  or 
even  new  fixtures  in  1959.  It  is  on 
early  promotions  that  they  pin  their 
hopes  of  improved  sales. 

Very  few  of  these  buyers  had  any 
major  non-Christmas  promotion  in 
1958,  and  among  those  who  did,  the 
usual  thing  was  an  88-cent  sale,  or 
perhaps  a  September  layaw’ay  sale  of 
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Toy  departments  and  toy  manufac¬ 
turers  need  to  know  which  toys 
children  prefer,  so  that  sound  advice 
can  he  given  to  customers  shopping 
for  gifts.  Hess  Brothers,  Allentoiun, 
has  a  juvenile  jury,  seen  here  in 
action.  Sound  films  are  taken  of  the 
children  at  play  and  studied  later  for 
indications  of  preference.  A  similar 
customer  research  project  was  con¬ 
ducted  recently  by  Mattel,  Inc.,  IVest 
Coast  manufacturer,  using  children’s 
play  experience  to  help  perfect  its 
toys.  Each  of  the  company’s  .500  em¬ 
ployees  was  given  two  yet-to-he-mar- 
keted  toys  and  a  ouestionnaire,  ivith 
instructions  for  observing  children’s 
reactions  and  the  toy.s’  ability  to 
stand  up  in  use. 


Operation:  Research 


C.hristiiias  dolls.  One  store  reports  an 
annual  June  event  for  outdoor  toys, 
which  in  each  of  the  past  three  years 
has  brought  it  substantial  additional 
volume.  Another,  having  no  sporting 
gotxls  department,  promotes  rifles  in 
the  toy  department  in  October,  with 
gootl  results.  A  third  reports  a  two- 
w'ay  success  of  a  January  clearance  of 
hobby  kits:  good  sales  in  January,  plus 
the  year-long  benefits  from  adding  new 
recruits  to  the  ranks  of  hobby  cus¬ 
tomers. 

Preparing  for  Christmas.  Buyers  show 
themselves  eager  to  build  up  the  early 
part  of  the  year,  if  they  can  get  the 
help  and  encouragement  of  manage¬ 
ment.  If  they  can  keep  their  depart¬ 
ments  in  the  public  eye  all  year,  they 
reason,  Christmas  business  will  be  the 
better  for  it.  They  ask  for  windows, 
and  ads,  and  space  to  promote  new  and 
timely  items  throughout  the  year;  they 
know  that,  if  their  stocks  in  the  early 
months  of  the  year  do  not  show  a  good 
assortment  of  both  basics  and  hot 
items,  customers  will  walk  out,  dissat¬ 
isfied.  They  w'ill  not  return  later  on. 
And  at  Christmas,  the  store  will  have 
no  stronger  claim  upon  their  business 
than  those  opportunists  who  snap  up 
vacant  stores  in  October,  set  up  as  toy 
merchants,  and  close  at  the  year-end. 

That  a  good  early  impression  is  in¬ 
surance  for  a  good  Christmas  is  demon¬ 
strated  in  the  experience  of  a  Midwest 
store,  currently  running  10  per  cent 
ahead  of  a  spectacularly  good  1958  toy 
year.  Last  Christmas,  the  sales  were  50 
per  cent  ahead  of  the  previous  year. 
I'he  department  had  a  number  of 
major  non-Christmas  promotions,  and 
the  buyer  credits  his  year-round  in¬ 
crease,  also  considerable,  to  proper 
selection  of  basic  staples. 

This  buyer,  incidentally,  is  not  a  toy 
s|x*cialist,  but  runs  four  other  depart¬ 
ments  in  addition  to  toys.  His  man¬ 
agement,  however,  has  given  a  gotxl 
deal  of  thought  to  the  toy  operation. 
Obviously  it  has  paid  off,  even  though 
his  store,  a  medium-sized  store  in  a  not 
very  large  city,  has  competition  both 
from  discount  houses  and  from  the  big 
stores  of  the  nearby  big  city. 

Double  Volume.  Another  example:  A 
former  buyer,  this  one  a  toy  specialist 
who  had  been  with  a  large  store,  re¬ 
calls  being  asked  by  his  management 


to  draw  up  a  program  for  doidtling  his 
volume.  Conditions  then  were  no¬ 
where  near  so  favorable  to  toys  as  they 
are  totlay  in  terms  of  child  population, 
family  income,  and  parental  attitude 
toward  toys  as  essentials.  Yet  the 
doubling  was  accomplished,  and  pri¬ 
marily  by  building  the  early  months  of 
the  year.  Key  to  the  program  was 
preaching  the  now  accepted  idea  that 
toys  are  educational  tools,  as  impor¬ 
tant  to  a  child’s  development  as  his 
vitamins.  And,  of  course,  the  depart¬ 
ment  had  to  have  year-rouinl  stocks  of 
basic  toys. 

Buyers  deplore  the  ukase  issued  in 
so  many  stores  to  the  effect  that  stocks 
must  be  cut  to  practically  nothing 
right  after  Cihristmas.  They  don’t  like 
entering  January  with  bare  shelves  and 
leftovers.  But  so  long  as  the  depart¬ 
ment  is  budgeted  more  or  less  mechan¬ 
ically,  each  year  following  the  pattern 
of  last,  the  toy  stock  will  have  to  be 
virtually  cleaned  out  each  Christmas. 

Empty  Cupboards.  In  the  typical  toy 
department,  the  month  of  December 
produces  more  than  40  per  cent  of  the 
year’s  business;  January,  less  than  two 
per  cent.  If  the  department  continues 
to  aim  low  in  January,  its  planned 
sales  will  not  support  an  opening  in¬ 
ventory  large  enough  to  encompass 
much  more  than  the  Christmas  left¬ 
overs.  Sad  pickings  for  children  with 
birthdays  in  January! 

There  is  little  reason,  how’ever,  why 
the  department  should  not  aim  high 
in  January,  should  not  bring  its  share 
of  traffic  into  the  store  in  that  month. 
It  can  bring  adults  into  the  store  with 
talks  by  child  psychologists  or  teachers 
on  the  educational  value  of  toys;  it  can 
bring  school  children  in  with  demon¬ 
strations  of  scientific  toys  and  trains: 
it  can  bring  children  of  all  ages  to  the 
department  with  a  personal  appear¬ 
ance  of  a  television,  sports,  or  movie 
celebrity.  Toy  manufacturers,  publi¬ 
cations,  local  broadcasting  stations, 
among  others,  are  usually  ready  and 
willing  to  help. 

Traffic  A$  Wanted.  Whether  the  event 
is  completely  altruistic  or  a  straight 
merchandise  presentation,  it  can  bring 
traffic  into  the  department  at  any  time 
of  year.  And  that  traffic,  on  its  way  up 
to  the  toy  department,  in  its  inevitably 
remote  location,  can  benefit  many 


other  sections  of  the  store.  For  in¬ 
stance,  boys  at  the  age  that  hates  to 
come  down  to  the  store  with  Mother 
will  come  more  willingly  to  be  fitted 
with  an  Easter  or  back-to-school  outfit 
if  a  science  or  hobby  demonstration  is 
going  on.  An  exhibit  of  dolls  in  the 
costumes  of  other  countries  or  other 
centuries  will  bring  small  girls  and 
their  mothers.  The  programs  can  be 
beamed  at  groups  other  departments 
are  seeking  to  attract  at  the  time.  ihr 
All  this  traffic,  of  course,  will  help 
the  toy  department  only  if  it  has  a  good 
stock  of  wanted  items,  both  basics  and 
bright  new  ideas.  Buyers  point  out 
that  a  fairly  broad  inventory  early  in 
the  year  represents  much  less  of  a  risk 
than  it  does  in  other  departments, 
since  slow  numbers  can  be  wiped  out 
at  Christmas,  if  not  earlier.  Moreover, 
when  the  assortment  is  brought  in  and 
tested  early,  the  Christmas  stmk  can  be 
selected  with  greater  assurance. 

Rewards  for  Early  Starts.  Other  bene¬ 
fits  from  an  early  start  are  cited  by 
buyers.  One,  in  a  large,  highly  success¬ 
ful  store  in  the  Midwest,  finds  that 
over-promoting  his  department  in  the 
early  fall  brings  extra  Christmas  traffic. 
.\nother,  in  a  New  England  city  with 


plenty  of  cut-price  competition,  finds 
that  it  isn’t  too  hard  to  predict  which 
15  or  20  toys  will  be  picked  up  by  the 
discounters.  He  makes  a  point  of 
bringing  those  toys  in  early  and  fea¬ 
turing  them  first.  Still  another  sees  an 
advantage  in  having  the  Christmas 
stocks  in  the  house  by  September,  so 
that  the  department  can  be  open  as 
early  as  its  earliest  competition. 

The  cost  of  failing  to  make  an  early 
start  is  not  readily  measured,  but  here 
is  an  indication,  supplied  by  a  special¬ 
ist  in  franchising  manufacturers  who 
make  merchandise  that  ties  in  with 
movie  and  TV  characters.  One  group 
of  character  tie-in  toys,  says  this  au¬ 
thority,  sold  to  the  tune  of  $10  million 
in  the  first  half  of  1958.  Of  this 
amount,  possibly  two  per  cent  was 
sold  through  department  stores,  even 
though  much  of  the  merchandise  was 
of  department  store  quality  and  made 
by  department  store  resources.  Later 
in  the  year,  wdth  budgets  at  last  avail¬ 
able,  department  store  buyers  (ante 
into  the  picture.  But  meantime,  vari 
ety  chains  and  others  had  not  only  en¬ 
joyed  the  early  volume,  but  had  also 
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Total  Sri f -Selection  j 

This  is  (I  view  of  the  permanent  toy  cle-  \ 
partment  at  I.eiter  Brothers,  Hagerstown,  ' 
Maryland.  It  was  created  several  years  I 
^>'  Idinger-WyckoQ ,  Inc.,  as  part  of  j 
in  overall  remodeling  job  for  the  chil-  , 
dren's  floor.  There  is  not  a  counter  in  the 
department;  it's  on  a  total  self-selection 
Ifusis.  The  tiered  fixtures  increase  the 
linear  foot  display  area  about  four  times, 
exposing  very  substantial  quantities  of 
merchandise.  The  department  is  expand¬ 
ed  at  Christmas  by  taking  aiuay  some  of 
the  adjoining  children’s  apparel  space. 


Much  in  Little 

Fast-selling  toys  and  games  are 
displayed  for  easy  identification 
and  sale  on  this  Reflector  Hard¬ 
ware  Master  Merchandiser  unit 
with  add-on  extension  panels.  A 
toy  outpost  on  the  main  floor 
does  not  present  much  in  the  way 
of  a  space  problem  when  such 
compact  merchandiser  units  as 
these  are  available. 


'Split 


Generous  Display  Sells  Dolls 

This  island  display  at  Jordan  Marsh’s 
new  North  Shore  branch,  Peabody, 
Mass.,  has  been  drawing  traffic  and 
making  sales  of  the  Vogue  Doll  family 
of  miniature  dolls.  Although  there 
are  only  a  half-dozen  characters  in  the 
group,  there  is  an  endless  variety  of 
costumes  for  each.  Note  that  the  store 
has  each  doll  in  the  group  modeling 
every  one  of  its  outfits— a  device  that 
has  contributed  to  the  impact  of  the 
display  and  has  stimulated  the  sales 
of  both  dolls  and  costumes. 


June,  1959 


27 


\ 


had  the  opportunity  to  identify  them¬ 
selves  in  the  public’s  mind  as  sources 
for  the  tie-in  items. 

Value  of  Toy  Tie-Ins.  This  last  point, 
about  identifying  the  store  as  a  source 
of  wanted  tie-in  merchandise,  is  one 
whose  importance  goes  beyond  the  toy 
department.  When  a  new  character 
tie-in  is  introduced,  such  as  the  cur¬ 
rently  offered  Sleeping  Beauty  mer¬ 
chandise,  it  has  been  found  that  the 
toys  are  first  to  take  hold.  L;«ter,  cloth¬ 
ing  items  and  other  things  begin  to 
move;  then  boys’  and  girls’  wear  de¬ 
partments,  stationery,  and  other  de¬ 
partments  begin  to  benefit  from  the 
toy  department’s  pioneering  work. 

Using  the  Sleeping  Beauty  tie-in 
merchandise  again  as  an  example,  let’s 
l(K)k  at  what  is  happening,  .\lthough 
the  Disney  picture  will  not  be  released 
generally  until  July  and  network  TV 
advertising  will  not  start  until  then, 
there  were  pre-release  showings  in  spe¬ 
cially  equipped  theaters  in  40  cities 
early  in  the  spring,  and  there  was  TV 
promotion  of  four  featured  tovs  in 


.\farch,  April,  and  May,  These  three 
months  together  represent  barely  1 1 
per  cent  of  the  toy  department’s  an¬ 
nual  volume,  and  a  minute  percentage 
of  the  toy  buyer’s  buying  funds  for  the 
year.  Thus,  in  the  spring  months, 
when  downtown  movies  were  opening 
the  picture  with  splash,  department 
stores  had  some  tie-in  merchandise  but 
did  little  with  it.  Variety  chains,  mean¬ 
time,  were  setting  up  special  tie-in 
counters,  assembling  everything  they 
had  in  one  sf>ot,  for  maximum  impact. 

In  New  York,  when  Sleeping  Beauty 
opened  downtown,  one  of  the  large 
variety  chains  had  a  grouping  of  tie-in 
merchandise  in  its  toy  department,  set 
up  at  a  counter  end  where  the  cus¬ 
tomer  approaching  the  toy  section 
could  not  miss  it.  .Across  the  street,  a 
major  department  store  also  had  tie- 
in  merchandise  in  its  toy  department— 
an  item  here,  an  item  there,  but  no 
grouping  or  signing  to  flag  the  cus¬ 
tomer.  The  department  store  had  the 
better  merchandise,  the  better-heeled 
customers,  the  better  facilities  for  dis¬ 
play,  and  much  more  to  gain  by  draw¬ 


ing  traffic  inside  the  store  and  up  to 
the  toy  department.  But  the  variety 
store  was  alive  to  its  opportunity  and 
ready  to  swing  into  action  promptlv. 

Not  every  department  store  lets  its 
spring  and  summer  opportunities  slip 
through  its  hands.  Buying  office  people 
and  toy  manufacturers  report  stirrings 
of  interest  on  management’s  part,  and 
a  greater  awareness  of  the  fact  that  the 
early  months  of  the  year  can  be  pro¬ 
ductive.  Children  watch  television  and 
see  movies  every  month  of  the  year, 
just  as  they  have  birthdays  and  like 
surprise  gifts  throughout  the  vear. 
Long  before  they  know  the  names  of 
the  months— and  long  after!— there  are 
toys  they  ask  for  and  toys  their  parents 
want  them  to  have  in  every  month 
of  the  year.  A  toy  department  that 
hibernates  during  the  first  10  months 
of  the  year  cannot  hope  to  meet  these 
needs.  .And  customers  who  learn  to 
look  elsewhere  for  toys  from  January 
to  October  will  need  some  pretty  pow¬ 
erful  attraction  to  pull  them  away  from 
their  regular  shopping  orbit  and  down 
to  the  department  store  at  Christmas. 


Promotions,  Profits  and  P.  R. 


Imaginative  presentation  of 
toy  department  merchandise 
can  be  in  itself  a  good  will 
builder  as  well  as  a  traffic 
creator.  And  price  appeal 
is  the  least  of  the  many 
profitable  promotion  angles. 


Toy  buyers  sometimes  sell  their  man¬ 
agements  short.  Many  of  them  know 
what  should  be  done  to  get  maximum 
volume  and  profits  from  their  depart¬ 
ments,  and  at  the  same  time  do  a  good 
public  relations  job  for  their  stores. 
But  they  are  so  sure  management 
won’t  accept  the  idea  that  thev  never 
offer  it.  They  let  their  toy  ideas  die 
aborning  and  concentrate  on  the 
problems  of  the  other  departments 
they  run. 

.An  example  is  the  matter  of  main 


floor  outposts.  Like  any  department, 
the  toy  department  occasionally  has  a 
hot  item,  or  merchandise  tied  in  to 
a  movie  or  television  character,  that 
would  pay  for  its  space  at  a  main  floor 
spot.  The  attitude  is;  “We  could  use 
it,  but  why  ask?  Main  floor  space  is  at 
a  premium,  and  they’d  never  give  it 
to  us.’’ 

Main  Floor  Pay-Off.  One  buyer  had  a 
different  idea.  His  department  was  on 
an  upper  floor  of  a  large  downtown 
store.  It  carried  a  wide  assortment  of 
medium-priced  to  better  merchandise, 
and  it  enjoyed  a  successful  operation. 
But  the  buyer  noticed  that  mothers, 
on  the  way  out  of  the  store,  usually 
had  an  impulse  to  pick  up  some  small 
toy  to  bring  home  for  the  children. 
Rather  than  go  back  into  the  elevators 
to  the  toy  department,  they  were  going 
out  to  the  nearest  drug  or  variety  store 
for  this  final  purchase  of  the  day. 

The  buyer  jx>inted  out  to  manage¬ 
ment  that  its  customers  were  not  being 


well  served  if  they  had  to  go  elsewhere  | 
for  this  small  but  important  purchase. 
He  asked  for  main  floor  space,  not  for 
the  kinds  of  toys  he  regularly  carried, 
but  for  inexpensive,  easy-to-carry  items. 
He  argued  that,  even  if  the  sales  didn’t 
pay  for  the  space,  the  service  to  the 
customer  was  an  important  one.  Man¬ 
agement  saw  the  point  and  gave  him  a 
counter  end. 

Years  later,  that  counter  end  is  still 
sellitrg  little  take-home  toys.  Gift-wrap 
and  delivery  arc  neither  asked  for  nor 
offered;  it  is  very  much  a  cash-and- 
carry  operation.  The  assortment  is 
modest,  but  the  toys  are  cute,  inexpen¬ 
sive,  and  just  right  for  the  young  child 
who  has  been  left  with  someone  else 
while  mother  shopped.  What’s  more, 
the  operation  that  started  as  a  good 
will  builder  has  been  paying  for  itself 
and  its  main  floor  space  (in  a  tall 
downtown  store  building)  from  the 
start. 

Such  an  outpost  takes  so  little  room 
that  even  the  busiest  maiir  floor  can 
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accoiniiHulate  one.  A  niche,  a  counter 
end,  spai  e  under  an  escalator,  or  even 
an  upstairs  spot  in  or  near  the  sitting 
room  (jl  the  ladies’  lounge  would  be 
enough.  The  stock  can  be  refilled  once 
or  twice  a  day  by  someone  from  the 
main  department,  and  the  s;iles  can  be 
rung  up  by  the  nearest  lepartment. 
Getting  one  department  to  ring  up 
take-with  sales  for  another  is  a  job  for 
management  itself,  of  course,  but  there 
are  elements  here  that  recommend  this 
effort  to  the  store  head:  customer  good 
will,  volume,  profit,  and  a  much  needed 
year-round  reminder  that  yes,  madam, 
the  store  does  have  a  toy  department. 

Sole  or  Sales?  Another  way  in  which 
buyers  under-estimate  their  manage¬ 
ments  is  in  their  choice  of  promotions. 
The  88-cent  sale  is  quite  popular 
among  stores,  even  among  those  whose 
clientele  is  well  out  of  the  price-appeal 
class.  But  some  of  the  buyers  who 
run  these  sales  have  reservations  about 
them.  In  terms  of  profit,  rather  than 
volume  alone,  they  would  prefer  to 
put  the  emphasis  on  basic  staples. 
But  efforts  to  build  sound,  normal, 
day-to-day  business  on  items  regularly 
in  demand  have  a  drawback— they 
lack  the  excitement  of  the  big  sale  day. 
It  takes  an  unusually  strong-minded 
buyer  to  give  up  the  spectacular  price 
event  for  promotional  efforts  that  will 
show  results  only  gradually  and  over  a 
long  period. 

Another  buyer  asks:  “Which  is  more 
profitable— the  88-cent  sale  at  39  per 
cent  markup,  or  the  sale  of  a  .S40  or 
$50  item  at  30  per  cent?’’ 

Most  Expensive  Toy.  A  question  of 
that  sort  can  hold  a  buyer  back  from 
a  real  effort  in  behalf  of,  say,  bicycles, 
although  big  volume  is  at  stake,  and 
many  dollars  of  markup,  and  there  is 
also  the  possibility  of  splendid  public 
relations  in  promoting  such  merchan¬ 
dise  wisely.  The  purchase  of  a  bicycle, 
it  is  pointed  out  by  the  industry,  is  an 
event  that  involves  the  whole  family. 
It  is  the  most  expensive  "toy’’  the 
child  will  own;  its  purchase  indicates 
that  his  family  considers  him  responsi¬ 
ble  enough  to  own  one.  Its  purchase 
is  not  made  on  the  run,  but  is  a  consid¬ 
ered  purchase. 

A  considered  purchase,  of  course, 
sometimes  becomes  one  for  which  the 
customer  shops  the  town.  But  there 


MERCHANDISE  GROUPINGS 


Transogram  Company  (200  Fifth  Avenue,  New  York)  has  prepared 
a  classification  of  20  basic  groups  of  playthings  as  a  guide  to 
merchandise  displays.  A  list  of  the  items  suggested  for  inclusion 
in  each  of  the  categories  shown  below  may  be  obtained  on 
request.  This  is  a  comprehensive  departmental  list.  Not  all  of 
the  items  or  categories  shown  are  in  the  Transogram  line. 

(1)  ACTION  TOYS:  for  physical  coordination  and  exercise. 

(2)  ARTS,  CRAFTS  AND  HOBBIES:  for  developing  creative  instincts  and  self- 

expression. 

(3)  BUILDING  TOYS:  for  developing  manual  dexterity  and  constructive  thought. 

(4)  CHARACTER  IMPERSONATION  AHIRE  AND  ACCESSORIES:  for  "acting" 

and  releasing  exhibitionistic  tendencies. 

(5)  COMPANION  TOYS  (animated,  wind-up  or  static):  for  emotional  security 

through  "companionship." 

(6)  FLYING  TOYS:  for  fun  on  the  run. 

(7)  FURNITURE  AND  EQUIPMENT:  for  comfort  and  play. 

(8)  GAMES  (board  and  action):  for  developing  imagination  and  mental  skill. 

(9)  GROOMING  TOYS:  for  training  in  tidiness  and  self-care. 

(10)  HOME  AND  GARDEN  TOYS:  for  early  training  in  home  making. 

(11)  MEDICAL  TOYS:  for  familiarizing  children  with  doctors'  equipment. 

(12)  MUSICAL  TOYS:  for  developing  ear  and  interest  in  music. 

(13)  NOVELTY  TOYS:  for  amusement  and  party  fun. 

(14)  PROFESSION  TOYS:  for  imitative  play  and  learning. 

(15)  PUSH,  PULL,  PEG  AND  POUNDING  TOYS:  for  self-expression,  coordination 

and  energy  release. 

(16)  PUZZLES:  for  developing  imagination. 

(17)  SAND  AND  WATER  TOYS:  for  fun  in  the  sun. 

(18)  SCIENTIFIC  TOYS:  for  developing  scientific  curiosity. 

(19)  VEHICULAR  TOYS  (electrical,  mechanical  and  static):  for  teaching  trans¬ 

portation,  traffic  routing,  military  defense,  farm  and  road  development. 

(20)  WHEEL  GOODS:  for  limb  development  and  travel. 


are  ways  around  the  cut-price  angle, 
and  many  of  these  are  ideally  suited 
to  the  department  store.  One  is  to 
identify  the  store  with  campaigns  to 
promote  bicycle  riding  for  health,  to 
encourage  bicycle  safety  habits,  to  pro¬ 
mote  bicycle  clubs  as  a  counter  meas¬ 
ure  to  juvenile  delinquency.  By  raising 
a  voice  in  such  campaigns,  the  store 
fulfills  its  role  as  something  more 
than  merely  a  place  to  buy  merchan¬ 
dise— and  associates  itself  in  the  cus¬ 
tomer’s  mind  with  the  idea  of  bicycle 
headquarters. 

P.  R.  Touch.  Schools,  civic  groups,  and 
other  organizations  are  usually  more 


than  willing  to  cooperate  in  efforts 
that  help  the  youngsters.  And  they  are 
usually  sincerely  grateful  to  the  store 
that  will  work  with  them  in  these 
efforts.  Some  of  the  things  a  depart¬ 
ment  store  can  do:  Send  a  speaker  or 
distribute  booklets  at  the  local  schools 
on  bicycle  safety  habits.  (Resources 
usually  have  excellent  material.)  Offer 
a  safety  check-up  of  bicycles  brought 
into  the  store  or  its  parking  lot  during 
a  specified  week.  Offer  prizes  in  school 
safety  contests— for  the  best  posters,  or 
letters,  or  for  the  riders  selected  by  the 
school  as  safest.  Donate  the  use  of  the 
store’s  parking  lot  on  Sundays  in  May 
(American  Bicycle  Month)  for  bicycle 


June,  1959 


29 


fm  SYSTEM 

HELPS  HARTFIELO  STORES 
SOLVE  SOME  OF  RETAILING’S 
TOUGHEST  PROBLEMS 


"With  our  IBM  650  we  get 
a  complete  breakdown  of 
last  week's  business- 
on  Monday  morning. " 
Leo  Hartfieid,  President. 
Hartfield  Stores,  standing  at 
the  650  with 
Milton  H.  Gutterman, 
Vice  President  and  Secretary 
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'7  know 
immediately 
whether 
an  item’s 
good  or  bad. " 
Leo  Hartfieid, 
President 


speeding  up  the  processing  of  informa- 
n  and  refining  it  to  the  point  where  they 
t  timely  reports  that  show  every  essen- 
i,  Hartfieid  Stores  of  New  York  has  taken 
ich  of  the  guesswork  out  of  merchandis- 
l  With  their  IBM  650  program,  they  get 
jir  buyers  Into  the  market  sooner,  and 
t  the  merchandise  sales  data  back  to 
magement  much  faster. 

the  core  of  their  program  is  the  IBM  650. 

Leo  Hartfieid,  President,  says  of  their 
w  IBM  650  system,  "We  have  the  facts 
iter.  In  greater  detail,  and  broken  down 
to  more  essentials  than  ever  before.  If 
u  were  to  walk  into  our  IBM  room  on 
anday  morning,  you'd  see  us  running  off 
mplete  breakdowns  of  all  our  sales  for 
e  past  week,  as  of  Saturday  night  past— 
en  for  stores  as  far  away  as  Honolulu, 
lat’s  a  breakdown  as  complete  as  any 
41  could  find— by  price  line,  type,  style. 
Id  color  within  each  size!” 


Markdowns  are  substantially  reduced. 
Today,  Hartfieid  has  a  complete  inventory 
turnover  every  four  weeks.  Formerly,  five 
or  six  weeks  were  required,  because  in¬ 
formation  was  not  available  fast  enough. 

On  the  subject  of  future  growth,  Mr.  Hart- 
field  Is  specific:  “The  IBM  650  has  stabil¬ 
ized  our  costs  of  growing.  We're  able  to 
add  new  stores  without  increasing,  pro¬ 
portionally,  the  clerical  expense.  Now  when 
we  open  another  store,  we  don't  even  feel 
it.” 

Whatever  your  size,  there  Is  an  IBM  system 
to  help  give  you  the  tighter  control  you 
need  in  today's  competitive  markets.  Call 
your  local  IBM  representative  today. 


IBH 

DATA  PROCESSING 
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rodeos  and  other  events.  Use  bicycles 
as  props  in  windows  of  sports  clothes, 
camping  equipment,  other  outdoor 
needs. 

There  are  other  items  in  the  toy 
department  also  that  invite  the  public 
relations  touch.  Science  toys,  hobby 
kits,  anti  toy  railroads,  for  example. 
Kach  of  these  has  the  virtue  of  contrib¬ 
uting  to  the  child’s  development,  of 
giving  him  a  constructive,  wholesome 
interest,  or  encouraging  him  to  think 
about  vocations  important  to  the  coun¬ 
try’s  progress.  And  in  each  of  these, 
the  <  hild  who  develops  an  interest  in 
the  Held  goes  on  to  more  elaborate 
etpiipment  and  buys  other  items. 

Creating  Traffic.  Of  course,  there  is  cut- 
price  competition  on  these  items,  but 
with  all  due  respect  to  price  appeal 
and  cut-price  operators,  few  such  com¬ 
peting  outlets  have  the  facilities  and 
the  prestige  to  present  this  merchandise 
with  the  department  store’s  pid)lic  re¬ 
lations  Hair.  .\nd  few  retailers  have  so 
miu  h  to  gain  from  the  traffic  aiul  good 
will  that  such  presentations  generate. 

Consider  science  toys,  for  example. 
With  all  the  emphasis  on  the  need  for 
more  study  and  specialization  in  sci¬ 
ence  these  clays,  the  toys  that  entourage 
such  study  become  more  than  just  a 


commercial  prcjduct.  I'o  feature  them 
and  to  encourage  their  use  is  to  cooper¬ 
ate  with  the  aims  of  educators  and 
government.  So  why  not  a  Hall  of 
Science,  on  the  model  made  famous  by 
one  of  the  leading  manufacturers  in 
that  field?  In  as  much  or  as  little  space 
as  the  department  can  make  available, 
a  display  can  be  set  up,  with  the  help 
of  manufacturers  in  the  field.  Regu¬ 
larly  or  on  special  occasions,  as  the 
store  chooses,  a  local  science  teacher 
can  hold  Saturday  se.ssions  to  demon¬ 
strate  chemistry  experiments,  show 
how  to  use  a  microscofte  and  so  on. 

Or  consider  toy  railroads.  If  cus¬ 
tomers  are  to  buy  their  trains  at  the 
department  store,  rather  than  else¬ 
where,  the  store  needs  to  associate  it¬ 
self  in  the  customer’s  mind  with  this 
merchandise.  How  better  than  to  keep 
a  small  track  in  operation  at  all  times? 
For  special  occasions,  this  can  be  ex¬ 
panded  to  bring  additional  traffic  into 
the  store  or  department. 

.\ntl  traffic  is  one  thing  a  railroad 
demonstration  surely  brings.  Unbe¬ 
lievers  can  convince  themselves  read¬ 
ily  by  visiting  the  Lionel  showroom  in 
New  York,  where  an  exhibit  is  open 
to  the  public  and  there  is  a  steady 
stream  of  visitors— children  alone,  par¬ 
ents  alone,  parent-children  groups. 


school  groups.  Scout  groups.  Traffic  of 
that  sort,  even  if  it  comes  only  to  gape 
can  mean  a  lot  to  many  departments 
of  the  store:  it  can  help  sell  other  toys 
main  floor  merchandise,  men’s,  wom¬ 
en’s  and  children’s  clothing. 

Price  Shopper  vs.  Gift  Buyer.  Not 

everyone  who  comes  to  see  the  featured 
trains,  or  hobby  kits,  or  science  tovs 
may  buy  them  on  the  spot,  or  even  in  i 
that  store.  .Some  of  them  may  be  so 
ungracious  as  to  seek  out  the  discount  ' 
er.  People  do.  But  even  people  who 
go  to  the  discounter  for  some  items  ; 
buy  others  on  impulse,  yvherever  the\  i 
happen  to  see  them.  .And  there  are  the  i 
grandparents,  and  friends,  and  other  ; 
relatives  of  the  child  who  buy  tovs  as  i 
gifts,  and  who  turn  naturally  to  the  i 
department  store. 

The  young  mother,  knowing  exactly  ; 
what  toy  she  wants  to  buy  for  her  j 
child,  and  eager  to  stretch  her  budget,  i 
may  hunt  for  a  bargain;  the  friend  or 
relative,  feeling  the  need  of  advice  or  ! 
at  least  of  a  chance  to  select  from  a  ; 
wide  assortment,  will  head  for  the  de  : 
partment  store.  To  sell  this  second  i 
group  of  customers,  and  to  get  the  im  : 
pidse  buys  of  the  shoppers,  the  depart  ^ 
ment  needs  better  displays  than  most  i 
toy  departments  have  these  days.  ; 

Good  Display.  .Although  most  of  tht  : 
departments  cooperating  in  this  stud'  | 
rely  heavily  on  self-service  only 
Christmas,  the  need  for  good  assort^ 
ment  display  is  important  throughoii  * 
the  year.  Good  display  means  groups 
ing  the  toys  in  terms  of  the  age,  sex^ 
and  type  of  child  for  whom  they  artir 
intended;  it  means  having  shelves  widti 
enough  so  that  kits  and  puzzles  and| 
games  can  be  shown  open,  with  nofe 
danger  that  small  hands  can  too  easilyl 
topple  them  to  the  floor;  it  means  find  | 
ing  a  way  to  show’  dolls  so  that  the\| 
can’t  be  manhandled  and  won’t 
in  the  words  of  one  contributor,  “as  ifl 
they’ve  been  knocked  on  the  head.’’  p 
For  the  most  part,  the  problem  o!p 
devising  fixtures  remains  the  retailer’'|i 
The  toy  industry  does  not  appear  i 
have  gone'  into  this  problem  to  an'| 
great  extent,  although  here  and  theK| 
a  manufacturer  has  a  fixture  for  hi'|i 
merchandise  or  has  built  shelf-appea 
into  his  packages.  Even  though  sel!| 
service  may  not  be  the  objective,  go<>| 
fixturing  makes  life  easier  for  thi| 

I 
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Featuring  Children’s  Favorites 


Building  the  Christmas  attraction  around  children’s  favorite  characters  offers  the 
store  a  chance  to  draw  croivds  and  to  sell  tie-in  items  in  the  toy  department  and 
elsewhere  in  the  store.  At  Lit’s,  Philadelphia,  last  Christmas,  children  visited  Zorro’s 
hacienda  (above),  going  down  his  secret  passage,  and  getting  to  see  his  real  sword 
and  even  watch  a  fencing  bout.  And  Mickey  Mouse  was  the  engineer  of  a  train  that 
took  children  to  the  Disneyland  Dreamland  at  Stern’s,  New  York.  Kids  turned  out 
in  record  numbers  to  tour  Sleeping  Beauty’s  castle,  see  Donald  Duck,  Dumbo,  and 
other  familiar  friends,  and  visit  Santa. 
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Dollar-for-dollar  ...  the  best  values  on  the  market 
Always  fresh!  Scores  of  new  items  every  season 
More  than  500  items  .  .  .  retailing  from  5^  to  $3 
Liberal  cooperative  advertising  program 
Backed  by  a  60-year  reputation  for  quality 


7498  $1.00  RETAIL 


6130  $2.00  RETAIL 


6131  $2.00  RETAIL 


6068  $1.00  RETAIL 


9859  $1.00  RETAIL  7610  $3.00  RETAIL 
7563  $1.00  RETAIL 


6129  $2.00  RETAIL 


6044  $1.00  RETAIL 
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browsing  customer,  simplifies  stock- 
keeping,  and  keeps  certain  types  of 
markdowns  to  a  minimum.  These  are 
familiar  values  in  many  other  depart¬ 
ments  of  the  store,  and  they  are  im¬ 
portant  in  toys,  too. 

Assortment  vs.  Price  Appeal.  In  one 

of  our  large  Eastern  cities,  a  toy  whole¬ 
saler  maintains  a  thriving  retail  store. 
Ihilike  smne  of  his  colleagues  who  run 
a  jobbing  business  as  a  means  of  feed¬ 
ing  a  discount  operation,  this  whole¬ 
saler  neither  cuts  prices  nor  features 
price  apjieal.  Instead,  he  lays  out  a  tre¬ 
mendous  assortment  of  toys  on  open 
shelves.  Boxed  items  are  show'ti  with 
the  top  box  open,  covered  with  trans¬ 
parent  plastic,  and  with  the  various 
elements  assembled  as  if  ready  for 
play. 

Blithely  ignoring  price  cutters  up 
and  down  the  street,  the  store  does  an 
excellent  business,  largely  because  it 
offers  customers  about  as  goorl  an  as¬ 
sortment  as  they  can  ever  hope  to  find. 
Every  item  is  price  marked,  and  cus¬ 
tomers  are  invited  to  use  shopping 
carts  and  help  themselves.  Clerks  offer 
suggestions  only  when  asked;  if  not, 
the  customer  may  browse  all  day.  Not 
only  can  she  choose  from  among  many 
items  of  a  given  tyjje,  but  related  dis¬ 
plays.  such  as  party  games  next  to 
party  favors,  can  remind  her  of  other 
purchases. 


Grouping  for  Sales.  When  it  comes  to 
grouping  toys  according  to  age  and  in¬ 
terests,  the  buyer  can  get  help  from 
several  sources.  One  resource.  Transo- 
gram,  has  a  list  of  20  categories  it  has 
compiled,  and  which  it  will  permit 
stores  to  reproduce  on  charts,  posters, 
give-aways,  etc.,  in  order  to  help  cus¬ 
tomers  understand  the  purpose  each 
grouping  is  meant  to  serve.  For  in¬ 
stance,  dolls,  stuffed  animals,  and  sim¬ 
ilar  items  are  classed  as  “companion 
toys”  to  provide  emotional  seturity 
through  companionship;  ])ush,  pull, 
peg  and  pounding  toys  for  self-expres¬ 
sion,  coordination,  and  energy  release. 

The  industry  association.  Toy  Man¬ 
ufacturers  of  the  U.S.A.,  Inc.,  in  its 
newest  (1958)  sales  manual,  “How  to 
Sell  Toys,”  divides  types  of  play  into 
four  categories:  active  physical  play: 
manipulative,  constructive,  creative 
play:  imitative,  imaginative,  dramatic 
skill-using  play;  and  skill-producing, 
skill-testing  play.  Fhen  it  ilivides  chil¬ 
dren  into  half  a  dozen  age  groups  and 
suggests  toys  of  each  type  for  eac  h  age. 

Making  Suggestions.  When  the  major 
portion  of  the  stock  is  arranged  on 
some  such  basis,  it  is  easier  for  the  cus¬ 
tomer  to  get  suggestions  from  simple 
browsing— and  it  is  certainly  easier  for 
the  salesjjerson,  standing  in  front  of 
such  a  display,  to  offer  appropriate  atl- 
vice  when  she  is  asked.  She  has  only  to 


February  Tie-In  Feature 


When  the  new  Disney  film. 
Sleeping  Beauty,  opened  in 
New  York  in  February, 
both  Stern’s  and  Altman’s 
made  capital  of  the  tie-in 
opportunity  at  once.  Here 
is  an  entrance  window  at 
Stern’s,  with  a  sketch  of  the 
princess’s  castle  and  a 
thank-you  to  Walt  Disney 
for  bringing  the  film  to 
Broadway  with  such  taste. 
An  Altman  window  showed 
the  castle  and  storybooks, 
dolls  and  puppets. 


glance  at  the  shelves  to  know  what  to 
offer. 

Setting  up  such  a  display  is  easier 
said  than  done,  of  course.  But  if  the 
department  works  on  the  problem 
throughout  the  year,  it  will  ha\e  a  far 
better  answer  by  Christmas  th.in  if  it 
lets  things  ride  until  October.  Using 
the  basic  staples,  the  department  can 
try  out  various  arratigements  .ind  see 
how  they  work;  by  the  time  the  stock 
is  at  its  peak  and  the  Christmas  extras 
are  in  the  department,  it  should  have 
some  practical  answers  to  the  tpiestion 
of  how'  best  to  display  the  assortment. 

Many  in  the  trade  stress  that  the  de¬ 
partment  store’s  best  weapons  against 
its  competition  are  broad  stocks  and 
helpful  suggestions.  Customers  who 
are  buying  gifts  for  children  not  their 
own  usually  prefer  sound  advice  to  dis¬ 
counts.  They  know  all  too  well  how 
enthusiastic  a  reception  the  right  toy 
gets— and  how  plainly  the  disappoint¬ 
ment  shows  when  the  wrong  toy  is 
brought. 

What  Kids  Want.  Adult  intuition  is 
not  always  the  answer  to  wise  toy  selec¬ 
tion.  There  are  some  buyers  who  bring  i 
a  child  to  market  to  help  judge  the 
new  toys.  There  are  some  toy  makers  | 
who  ask  employees  to  take  new  toys 
home  and  report  back  on  how  their 
children  liked  them.  There  are  sociol¬ 
ogists  who  watch  the  behavior  of  fami-  ■ 
lies  and  point  out  that  newcomers  in 
suburban  communities  buy  more  ex¬ 
pensive  toys  and  playground  ecjuip- 
ment  than  other  families,  in  order  to 
draw  neighbors’  children  to  their 
homes  and  make  their  own  children 
cjuickly  popular  in  the  new  environ-  tj 
ment.  | 

But  when  it  comes  to  studying  chil-  p 
dren  and  their  toy  wants,  few  can  g 
match  the  facilities  of  the  department  i 
store  itself.  In  Allentown,  Hess  Broth-  | 
ers  has  set  up  juvenile  juries  to  play  Ij 
with  a  selection  of  toys  from  its  toy  | 
department.  While  the  children  j)lay,  | 
sound  movies  are  made,  to  be  studied  | 
later  as  a  basis  for  selecting  and  recom-  | 
mending  toys  that  the  kids  really  like.  | 
Plans  are  for  a  few  of  the  children  in  | 
the  jury  to  go  to  market  with  the  buy-  I 
ers.  And  eventually,  the  store  will  dis-  | 
tribute  to  parents  and  schools  the  pub-  p 
lished  re|>ort  of  its  findings— as  dra-  | 
matic  a  demonstration  of  department  [| 
store  authority  as  anyone  could  want!  || 
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Many  Ways  to 

Improve  Toy  Department  Profits 


Resources  say  department  stores 
throw  away  advantages  in  the 
markets;  are  weak  in  stock  con¬ 
trol;  are  careless  about  pro¬ 
motion  tie-ins.  Stores  criticize 
industry's  demand  for  early  com¬ 
mitments,  and  its  slow  deliveries. 

Toy  departments  can  be  more  profit¬ 
able  than  they  are.  Just  as  they  now 
pass  up  many  opportunities  for  added 
volume,  so  do  many  of  them  pass  up 
chances  to  increase  their  margin.  And 
just  as  they  need  management’s  back¬ 
ing  to  take  up  so  many  of  their  volume 
opportunities,  they  need  management’s 
help  if  they  are  to  get  those  much 
desired  extra  percentage  points  of 
margin. 

For  example,  there’s  the  matter  of 
early  buying  discounts.  Not  every  toy 
manufacturer  offers  this,  and  not  all 
make  the  same  offer  in  the  same  way, 
but  those  who  do  offer  it  report  the 
department  stores  quite  uninterested. 
Buyers  say  their  managements  will 
have  no  part  of  these  deals,  yet  at  least 
one  store  head  contacted  in  connec¬ 
tion  with  this  study  said:  “Maybe  the 
buyer  doesn’t  see  the  value  of  it,  but 
I  do.  Why  doesn’t  someone  tell  me?’’ 

Early  Buying  Discounts.  .\n  early  buy¬ 
ing  discount  is  the  toy  manufacturer’s 
effort  to  get  his  merchandise  made, 
sold,  and  out  of  the  house  months  and 
months  before  the  rush  of  Christmas 
orders.  He  saves  by  having  a  steadier 
flow  of  work  in  his  plant  and  by  keep¬ 
ing  within  bounds  the  amount  of  mer¬ 
chandise  for  which  he  has  to  try  to 
find  warehouse  space  as  the  year  pro¬ 
gresses.  To  get  the  merchandise  out  of 
his  hands  early,  he  may  offer  dating 
plus  a  discount  from  the  price.  Or,  as 
in  the  case  of  one  manufacturer,  he 
may  permit  department  stores  to  buy 
direct,  instead  of  through  distributors. 


early  in  the  year;  after  a  specified  date, 
they  will  have  to  go  to  the  distributor 
and  take  a  shorter  markon. 

One  research-minded  manufacturer 
tried  various  inducements  for  early 
buying.  He  found  that  as  little  as  a 
two  per  cent  discount,  plus  dating,  was 
ample  to  interest  jobbers  in  buying 
early,  but  that  even  a  10  per  cent  dis¬ 
count,  plus  dating,  was  ignored  Ity  de¬ 
partment  store  buyers.  Their  manage¬ 
ments,  they  said,  would  not  go  along 
with  the  idea;  it  would  cost  too  much 
to  tie  up  budget  in  inventory,  and 
there  would  be  warehousing  and  insur¬ 
ance  costs,  and  so  on. 

Feeding  Price  Cutters.  There  was  no 
cpiestion  of  a  fad  that  might  die  down 
before  Christmas  in  this  case;  the  line 
concerned  was  one  of  basic  items  that 
could  be  put  on  sale  long  before  the 
bills  were  due,  and  tested,  sold,  and 
reordered  many  times  before  Christ¬ 
mas.  But  an  order  placed  early  re¬ 
mains  an  order  charged  against  the  de¬ 
partment’s  open-to-buy,  and  the  buy¬ 
ers  would  have  none  of  it.  Or  perhaps 
they  worried  about  the  goods  getting 
into  other  outlets  before  Christmas. 

On  that  last  score,  they  proved  them¬ 
selves  right.  For  the  jobbers  took  up 
the  early  discount  offer  and  proceeded 
to  sell  the  goods  off,  early,  to  anyone 
who  would  buy.  The  department 
stores  were  no  more  willing  to  buy 
ahead  of  time  from  the  jobbers  than 
from  the  manufacturer.  The  discount¬ 
ers  are  always  open  for  bargains,  and 
they  bought.  Here  the  manufacturer 
points  a  moral;  “If  the  department 
stores  had  taken  me  up  on  that  early 
buying  discount,  I  would  not  have  had 
to  go  to  the  jobbers;  if  I  had  not  gone 
to  the  jobbers,  especially  with  so  big 
an  inducement,  my  merchandise  would 
not  have  landed  in  the  discount 
houses.’’ 

Early  buying  then,  gets  to  be  a  two- 
way  helper  of  profit.  Where  there  is 
a  special  discount  to  be  earned  (and, 
to  repeat,  it  is  not  offered  universally) 


by  buying  early,  the  store’s  profit  pic¬ 
ture  improves  when  it  takes  up  the 
offer.  .And  the  opportunities  for  price- 
cutters  to  gain  a  foothold  and  thus 
chip  away  at  the  stores’  selling  prices 
are  that  much  smaller. 

Help  from  Resources.  Department 
stores  are  often  tempted  to  toss  out  a 
line  that  gets  too  generally  into  dis¬ 
count  hands.  Some  of  them  even  go 
abroad  for  new  items  (buying  them 
early!)  to  take  the  place  of  American 
products  that  are  being  discounted  to 
death.  But,  .says  one  manufacturer 
whose  line  was  footballed  badly  in 
some  areas,  why  not  first  talk  to  a  re¬ 
source  before  deciding  nothing  can  be 
done?  One  of  his  accounts  did  that 
and  the  problems  were  ironed  out— so 
well,  in  fact,  that  the  department  store 
more  than  doubled  its  already  huge 
volume  with  the  brand  in  a  year’s  time. 

One  manufacturer  who  recently  re¬ 
vamped  his  entire  distribution  policy 
in  order  to  give  department  stores  a 
better  break,  and  who  now  reserves 
certain  numbers  for  department  stores 
only,  points  out  that  a  store  need  not 
be  an  enormous  customer  in  order  to 
get  interest  and  action  from  a  resource. 
The  toy  department  of  a  store,  he  rea¬ 
sons,  is  as  big  as  the  management 
wants  it  to  be.  If  the  management  is 
interested,  that  department  will  grow 
and  grow.  Thus,  if  management  shows 
enough  interest  in  the  toy  department 
to  talk  out  its  problems  with  a  re¬ 
source,  that  toy  department  is  markeil 
for  growth  in  the  resource’s  mind. 

Buying  Direct.  Another  suggestion; 
There  are  some  sections  of  the  depart¬ 
ment  that  the  buyer  more  or  less  en¬ 
trusts  to  a  jobber.  The  jobber’s  man 
counts  the  stock  and  fills  it  in,  in  re¬ 
turn  for  which  service  the  store  sacri¬ 
fices  some  of  its  markon.  But,  says  a 
resource  in  one  of  the  fields  often 
handled  this  way,  the  store  sacrifices 
more  than  that.  The  jobber  fills  the 
stock  mechanically,  or  in  terms  of  what 
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he  thinks  will  sell.  If  there  were  an 
assistant  or  head  of  stock  to  watch  the 
movement  of  the  merchandise,  the  in¬ 
ventory  would  he  behind  the  items 
with  best  volume  potential.  There 
would  not  only  be  a  longer  markup  on 
the  items  bought  direct,  but  that  mark- 
tip  would  l)e  taken  on  a  considerably 
larger  volume. 

With  an  assistant  to  watch  the  stock 
and  reorder  staples  as  needed,  other 
sections  of  the  department  would  gain, 
too.  Items  bought  direct  also  tend  to 
be  left  for  the  manufacturer’s  salesman 
to  check.  His  visits  are  not  frequent 
enough  to  keep  the  store  well  stipplied: 
the  fastest  numbers  are  out  first  and 
remain  out  longest.  Enough  inven¬ 
tory-checking  help  would  benefit  sales, 
profits,  and  good  will. 

Cost  of  "Outs."  This  matter  of  regular 
stock  checks  and  frequent  fill-ins  goes 
beyond  the  buyer,  of  course.  To  get 
the  job  done  right,  the  btiyer  needs 
sufficient  help,  at  the  head-of-stock  or 
assistant  level,  and  he  also  needs  the 
budget  for  reorders.  Says  one  manu¬ 
facturer  of  games: 

“Department  stores  should  be  the 
key  outlets  for  this  merchandise,  but 
they  are  losing  ground,  although  it  is 
not  the  fault  of  the  toy  buyer.  The 
average  department  store  buyer  does 
not  have  the  authority  to  merchandise 
his  department  properly.  He  is  not 
jiermitted  to  buy  standard  staple  and 
nationally  advertised  merchandise  be¬ 
cause  of  being  not  open  to  buy.  This 
not  only  reduces  the  store’s  volume, 
but  it  forces  their  customers  to  buy 
elsewhere.” 

.\nd  here  is  a  doll  manufacturer 
whose  line  has  tremendous  acceptance 
among  little  girls:  “Most  stores  fail  to 
take  advantage  of  those  few  toy  lines 
that  have  12-month  sales  potential  by 
giving  them  key  locations  and  open 
display  on  main  traffic  counters.  .  .  . 
The  average  department  store  depends 
t(X)  heavily  on  the  manufacturer’s 
salesman  for  stock  control  and  display. 
.  .  .  Our  salesmen  cannot  make  enough 
trips  to  any  store  to  do  the  job  as  well 
.as  it  should  be  done.” 

Industry  Faults.  The  toy  industry,  of 
course,  is  no  more  blameless  about  the 
state  of  retail  stocks  than  any  other 
industry.  At  an  industry  clinic  back 
in  1957,  the  buyer  of  an  outstanding 


dejiartment  store  took  the  trade  to  task 
for  failing  to  deliver  or  report  on  small 
fill-in  orders  promptly.  This  buyer 
has  between  800  and  1,000  toy  items 
on  staple  stock  operation  and  reorders 
them  weekly  or  every  two  weeks  in 
minimum  quantities.  .Service  on  such 
orders  leaves  much  to  be  desired  in 
many  sections  of  the  industry,  he  re- 
j>orted.  On  the  other  hand,  some  man¬ 
ufacturers  not  only  give  good  service 
but  even  provide  the  buyer  with  check¬ 
lists  of  available  items,  so  that  it  is 
just  so  much  easier  to  check  the  stock 
anti  put  through  reorders  every  month. 

Management  Can  Help.  If  the  buyer 
faces  budget  problems  at  home  and 
delivery  problems  in  the  trade,  he  may 
easily  become  discouraged  about  fill¬ 
ing  in  his  wanted  staples.  Here  man¬ 
agement  can  help.  Consider,  for  exam¬ 
ple,  the  effectiveness  of  a  letter  to  a 
resource  from  the  store  management, 
pointing  out  the  advantages  to  store 
and  resource  of  a  good  staple  stock 
operation  in  that  line,  and  asking  co¬ 
operation.  Or,  to  be  less  dramatic 
about  it,  consider  pooling  the  experi¬ 
ence  of  buyers  in  several  departments 
with  a  similar  problem  by  holding  a 
seminar  on  getting  fill-ins  promptly, 
rhe  result  may  be  a  procedure  that 
can  be  used  by  almost  all  departments. 

The  staple  stock  operation  is  very 
much  management’s  problem,  since 
every  department  of  the  store  suffers  to 
some  extent  when  any  one  department 
does  a  poor  job  in  this  field.  Thus,  if 
the  toy  buyer  needs  budget,  or  staff,  or 
procedures,  or  moral  support,  in  order 
to  tlo  a  good  staple  stock  job,  manage¬ 
ment  has  reason  to  be  interested.  What 
virtue  in  publicity  efforts  that  seek  to 
create  an  image  of  the  store  that  has 
eveiTthing,  if  even  one  department 
falls  down? 

Choosing  TV  Tie-Ins.  One  possible 
cause  of  poor  basic  stock  operation  in 
toys  has  special  importance  to  manage¬ 
ment.  That  one  is  the  business  of  TV 
promotions  and  similar  tie-ins.  There 
is  much  to  be  gained  by  tying  in  with 
something  big,  continuing,  and  in  the 
department  store  tradition.  But  there 
is  also  much  to  be  lost  by  abandoning 
all  initiative,  using  little  or  no  dis¬ 
crimination,  and  latching  on  blindly 
to  whatever  is  currently  being  pro¬ 
moted  on  TV. 


One  manufacturer  sums  up  an  as¬ 
sortment  of  pitfalls  that  await  the  un¬ 
wary  buyer.  Aside  from  the  \t  ry  real 
danger  that  the  department  uill  ne¬ 
glect  its  bread  and  butter  for  TV  pro¬ 
moted  novelties,  the  promoted  items 
themselves  are  sometimes  an  unwise 
choice.  He  cites  a  toy  featured  on  TV 
with  a  retail  above  $10,  but  worth,  he 
insists,  only  .$6  or  $7.  He  has  seen  it 
sold  for  less— in  discount  houses,  of 
course.  .An  inflated  retail,  he  warns, 
is  not  only  a  poor  value  to  which  the 
store  should  not  lend  its  good  name, 
but  also  a  natural  opportunity  for 
price  cutters. 

.Another  example:  The  same  manu¬ 
facturer  notes  a  set  of  coloring  pencils 
and  a  book  and  bearing  a  TV  name, 
for  $2.  For  the  same  retail,  in  regular 
stock  and  bearing  a  name  known  for 
generations,  stores  have  a  similar  set 
with  twice  as  many  pencils.  Do  the 
TV  name  and  the  poor  value  equal 
the  known  brand  and  the  gootl  value? 
He  thinks  not. 

.Another  hazard:  Tying  in  with  a 
TV  name  that  is  valueless.  The  manu¬ 
facturer  cites  toys  with  the  name  of  a 
slapstick  comedy  team  who  represent 
nothing  the  child  can  respect,  versus 
a  tie-in  that  uses  the  name  of  a  West¬ 
ern  hero  associated  with  manly  cour¬ 
age,  or  a  fairy  tale  character  who  has 
become  part  of  our  culture. 

Need  for  Plans.  All  kinds  of  tie-ins 
are  available.  If  the  buyer  isn’t  watch¬ 
ful.  then  it’s  up  to  management  to  see 
that  the  toy  department  chooses  those 
that  stand  for  .something;  or  those 
whose  names  are  being  used  on  the 
merchandise  of  other  departments;  or 
those  whose  themes  have  such  broad 
appeal  that  the  store’s  display  depart¬ 
ment  could  even  use  them  storewide 
at  Christmas  or  Easter. 

The  drift-with-the-tide  approach  to 
TV  tie-ins  appears  to  turn  up  also  in 
some  toy  buyers’  approach  to  promo¬ 
tions  generally.  Says  one  manufactur¬ 
er:  “It  seems  that  the  average  toy  buy¬ 
er  is  so  hemmed  in  by  red  tape  that 
he  does  not  pl^n  his  promotions.  He 
seems  to  be  waiting  for  the  manufac¬ 
turer  to  supply  not  only  the  merchan- 
tlise  but  also  the  promotional  plans  for 
moving  it.  There  seems  to  be  little 
effort  put  forth  on  the  buyer’s  side  to 
initiate  a  promotion  that  a  manufac¬ 
turer  could  cooperate  with.” 
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This  coniinent  does  not  tome  from 
j  ittourcc  deficient  in  promotional 
jileas,  it  should  be  explained.  It  comes 
trom  a  firm  fairly  new  to  the  toy  field, 
but  one  whose  growth  over  the  past  10 
\an  has  l)een  fabulous.  The  product 
hss  appeal  for  almost  all  ages;  many 
ol  the  items  in  the  line  have  quite 
high  unit  price;  the  opportunities  for 
repeat  sales  are  enormous.  All  this 
jdds  up  to  an  ideal  department  store 
pykage— l)ut  the  resource  reports  that 
variety  stores  do  better  with  his  mer¬ 
chandise  than  the  department  store. 

Smoll  Chinese  Wall.  Still  another  item 
that  misses  its  chance  to  contribute  to 
the  toy  department’s  profit;  children’s 
records.  The  toy  department,  it  seems, 
gets  no  complaint  from  the  record  de¬ 
partment  if  it  carries  the  25-cent  disks 
that  one  finds  all  over,  in  super  mark¬ 
ets,  candy  stores,  drug  stores,  and  other 


outlets.  But  when  it  seeks  to  carry  the 
better  records,  there  is  a  squawk  from 
the  record  buyer  and  the  toy  depart¬ 
ment  lets  go.  Yet  many  of  these  rec¬ 
ords,  especially  those  that  tie  in  with 
current  children’s  movies  or  that  tell 
familiar  fairy  stories,  are  naturals  fcrr 
toy  departments.  The  customer  pros¬ 
pecting  for  a  gift  will  pick  up  a  few 
records  of  this  type  in  the  toy  depart¬ 
ment;  if  she  does  not  see  them  there, 
she  may  not  think  of  hunting  up  the 
record  department  and  asking  for 
them. 

For  the  guidance  of  managements 
about  to  play  Solomon  and  decide 
which  department  should  have  these 
better  records  for  children,  one  maker 
offers  a  suggestion:  If  the  toy  depart¬ 
ment  features  educational  toys,  it  can 
do  a  good  job  with  these  records;  if  it 
is  gadgety  and  has  no  consistent  char¬ 
acter  as  headquarters  for  things  chil¬ 


Cheers! 

Miss  Amy  Lyons,  a  custom¬ 
er  to  do  your  heart  good, 
flanked  by  one  toy  that 
whinnies  and  one  that 
whistles,  both  safely  made, 
by  Arrow,  of  B.  F.  Good¬ 
rich  vinyl  plastic. 


dren  need,  then  the  toy  department  is 
just  as  well  off  with  quarter  records  or 
none  at  all. 

Gearing  Ads  to  Audience.  A  final  sug¬ 
gestion  for  safeguarding  toy  profits 
comes  from  a  manufacturer  who  is 
puzzled  by  the  number  of  newspaper 
ads  he  sees  that  begin,  “Hey,  kids!’’ 
Why  address  the  ad  to  the  children,  he 
asks,  when  it  is  the  adult  who  reads  the 
newspaper,  the  adult  who  buys  the  toy, 
and  the  adult  who  has  to  sanction  the 
trip  to  the  store?  Either  address  the  ad 
to  the  adults,  speaking  as  one  adult  to 
another  about  the  virtues  of  the  toy 
or  the  attractions  of  the  event,  he  sug¬ 
gests,  or  talk  to  the  child  through  a 
medium  that  reaches  him,  such  as  TV, 
Even  if  the  ad  is  a  cooperative  deal, 
with  someone  else  picking  up  part  or 
all  of  the  cost,  it  does  seem  a  shame 
to  waste  it! 


IN  all  but  a  few  department  stores,  the  toy  department  con¬ 
tributes  only  a  fraction  of  what  it  could  in  volume,  profits,  and 
good  will.  To  get  full  return  from  this  department,  manage- 


1.  Put  the  Department  on  an  All-Year  Basis.  Neglect 
in  the  early  months  of  the  year  loses  customers  as  well  as 
soles  and  mokes  the  Christmas  effort  less  productive. 

2.  Build  the  Department's  Authority.  With  a  good  stock 
of  basics,  well  displayed,  the  department  makes  itself  head¬ 
quarters  for  toys  and  puts  itself  beyond  price  competition— 
especially  among  gift  buyers. 

3.  Show  That  Management  Is  Interested.  In  the  market, 
on  interested  management  is  interpreted  as  a  sign  that  a  toy 
department  is  slated  for  fast  growth,  and  thus  worthy  of  special 
attention.  In  the  store,  management's  interest  will  call  forth 
suggestions  the  toy  buyer  never  thought  it  worth  while  to 
mention  before. 


RECOMMENDATIONS 


4.  Use  Traffic  Builders  That  Help  the  Store.  By  its  choice 
of  events  and  demonstrations,  the  toy  department  can  build 
traffic  at  almost  any  time,  and  of  almost  any  type  of  customer 
the  store  wants.  Events  can  mesh  with  plans  of  other  de¬ 
partments. 

5.  Choose  Tie-Ins  with  Care.  Movie  and  TV  tie-ins  with 
brcKid,  long-term  appeal  can  help  the  department  and  the 
store;  unwisely  chosen  tie-ins  can  do  just  the  reverse. 

6.  Consider  Outposts.  A  main  floor  outpost  for  hot  items 
or  for  tie-in  merchandise  from  several  departments  can  earn 
its  keep  and  publicize  the  toy  department,  too.  A  tiny,  perma¬ 
nent  outpost  can  feature  carry-home  toys  for  shopping  mothers 
for  extra  sales  and  extra  good  will. 

7.  Check  Profit  Opportunities  and  Profit  Leaks.  A  man¬ 
agement  familiar  with  the  department  will  spot  opportunities 
and  leaks  the  buyer  has  missed.  There  are  plenty  of  both  in 
the  typical  toy  department. 
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Report  from  Washington 


ByVohn  Hazen 

Vice  President  for 
Government  Affairs, 
NRMA 


Labor  Pot  Boils.  It  is  now  quite  clear  to  all  observers  that 
the  big  labor  unions  in  this  country  not  only  want  to 
dictate  what  laws  should  govern  their  activities,  but  will 
oppose  anything  short  of  their  extreme  demands. 

Management  opposed  the  “labor  reform  bill”  that  passed 
the  Senate  because  it  failed  to  deal  with  at  least  two  vital 
issues,  secondary  boycotts  and  organizational  picketing. 
Now  the  unions  come  out  strongly  against  the  legislation 
because  of  its  “bill  of  rights”  provisions. 

So,  as  the  House  Education  and  Labor  Committee  con¬ 
tinues  its  investigation  into  labor  reform  legislation,  the 
picture  becomes  very  confused. 

Attempts  will  be  made  in  the  House,  however,  to  draft 
a  bill  that  will  be  a  composite  of  the  Kennedy,  Administra¬ 
tion,  and  Barden  bills,  in  the  hope  of  getting  something 
through  Congress  this  year.  Some  management  representa¬ 
tives  have  expressed  the  opinion  that  if  this  particular  issue 
hangs  over  until  next  year  chances  for  effective  legislation 
would  be  lessened,  in  tbe  light  of  the  obvious  election  year 
pressures. 

Wage-Hour.  Here  again  the  outlook  for  legislation  is  un¬ 
clear  and  muddied. 

George  H.  Kimball,  president  of  George  H.  Kimball,  Inc., 
Portsmouth,  New  Hampshire,  and  a  member  of  NRMA’s 
Board  of  Directors,  appeared  before  the  Senate  Labor  Sub¬ 
committee  considering  S.  1046  and  other  bills  calling  for 
the  extension  of  FLSA  coverage.  Mr.  Kimball  explained  to 
the  committee  the  fundamental  reasons  for  NRMA’s  opposi¬ 
tion  to  any  extension  of  the  Act. 

While  it  has  been  observed  that  the  Senate  committee 
is  “stacked”  in  favor  of  some  type  of  expanded  coverage,  it 
appears  that  the  outpouring  of  letters  to  members  of  the 
Senate  from  retailers  and  those  in  the  service  trades  has 
raised  serious  questions.  More  such  communications  are 
needed. 


Secretary  of  Labor  Mitchell,  who  favors  an  expansion  of 
coverage  with  certain  limitations,  appeared  before  the  Sen¬ 
ate  Subcommittee  and  opposed  all  proposals  to  increase  the 
minimum  wage  base  to  $1.25  or  a  higher  figure. 

Parcel  Post.  The  Monroney  bill,  S.  1306,  calling  for  a  uni 
form  parcel  post  size  limit  of  100  inches  in  length  and  girth 
combined  ami  a  uniform  weight  limit  of  50  pounds  im¬ 
mediately,  with  the  weight  limit  raised  to  70  pounds  in  1960, 
is  before  the  Senate  Post  Office  and  Civil  Service  Committee. 

NRMA  is  encouraged  over  prospects  for  action  on  this 
legislation  in  the  near  future,  but  suggests  that  members 
continue  to  write  members  of  the  Senate  in  order  to  expe¬ 
dite  action  as  early  as  possible.  Senator  Monroney  (D-Okla.) 
was  a  member  of  the  committee  that  passed  the  legislaticm 
that  became  Public  Law  199,  His  sponsorship  of  repeal  is 
a  very  strong  point  in  favor  of  the  legislation.  The  Senator 
told  his  colleagues  that  history  has  shown  that  the  restric¬ 
tion  of  the  size  and  weight  of  parcel  post  packages  was  a 
costly  mistake  to  both  government  and  users  of  the  service. 

Budget  Battle.  The  White  House  is  engaged  in  an  all-out 
effort  to  balance  the  federal  budget.  While  some  members 
of  Congress  fall  into  the  category  of  “spenders,”  it  is  hoped 
that  the  “savers”  can  be  increased  in  number  through 
strong  grass-roots  action.  There  is  evidente  that  thousands 
of  letters  from  citizens  are  pouring  into  Congress  urging 
that  government  spending  be  curbed  sharply.  Many  express 
the  opinion  that  a  decision  must  be  made  this  year  as  to 
whether  w’e  are  to  have  more  government  growth  or  eco¬ 
nomic  growth. 

While  business  activity  continues  to  grow  and  prospects 
for  increased  revenues  improve,  there  are  many  proposals 
now  before  the  Congress  for  huge  expenditures  for  schools, 
housing,  and  other  purposes  that  could  send  deficit  spending 
up  sharply. 

"Gellman"  Ruling.  Representative  Joseph  Martin  (R-Mass.) 
has  introducecl  H.R.  6828,  designed  to  restore  competitive 
equality  to  retailers  with  respect  to  certain  sales  to  businesse 
and  organizations.  A  Treasury  ruling  has  held  that  onlv 
wholesalers  and  manufacturers  can  make  sales  to  organiza¬ 
tions  for  prizes,  premiums,  and  awards  without  payment  ol 
the  excise  tax.  Retailers  at  present  are  required  to  collect 
the  tax  on  such  sales.  The  Martin  bill  would  extend  this 
privilege  to  retailers.  Representative  Forand  (D-R.  I.)  has 
introduced  a  similar  bill,  H.R.  7235. 
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aREERS  IN  RETAILING 


The  Turnover  in 
Young  Executive  Personnel 


Retail  management  should  give  more  attention 
to  safeguarding  its  sizable  investment  in  career 
executives.  Too  many  are  trained  only  to  be  lost. 


By  E.  C.  Llpman 

Chairman  af  the  Board,  The  Emporium  Capwell  Company 


AS  retailers,  we  well  know  a  rapid 
turnover  of  our  merchandise  in- 


n  lover  of  our  merchandise  in¬ 
ventory  is  something  we  should  ear¬ 
nestly  strive  to  achieve  so  as  to  main¬ 
tain  fresh  stocks  and  to  avoid  mark- 
downs.  This  kind  of  fast  turnover  is 
sound  and  will  help  produce  good 
earnings.  But  there  is  another  kind  of 
turnover  in  our  stores— one  that  is 
not  healthy— and  that  is  the  turnover 
among  our  executive  staff, 
jcj  Perhaps  we  have  been  somewhat 
,|^1,  accustomed  to  high  personnel  turn- 
nds  over,  particularly  in  our  so-called  rank¬ 
ing  and-file  positions.  Why,  however,  do 
rfjs  our  stores  have  such  a  high  turnover 
to  among  their  executives?  Why  do  we 
CO  spend  so  much  time  and  money  in 
training  young  men  and  women,  ap- 
^ts  pointing  them  to  executive  positions, 
als  only  to  have  them  quit? 


Why  Executives  Leave.  The  reasons 
we  ask  certain  executives  to  leave  are 
generally  limited  to  two:  (1)  improper 
conduct  in  one  form  or  another,  in¬ 
cluding  infractions  of  store  rules,  and 
(2)  apparent  unwillingness  or  inabil¬ 
ity  to  do  the  job  properly. 

What  are  some  of  the  reasons  why 
they  leave  us?  Among  them  could  be 
listed:  (1)  a  fear  of  failure  on  the  job, 
(2)  a  feeling  of  limited  opportunity 
for  advancement,  (3)  a  feeling  that 
they  are  perhaps  unsuited  for  retailing. 


(4)  a  feeling  they  are  being  unfairly 
treated,  (5)  a  feeling  that  management 
is  unreasonable  and  that  too  much  is 
expected  of  them,  (6)  a  feeling  the 
compensation  is  inadequate,  (7)  a  tend¬ 
ency  to  shrink  from  assuming  responsi¬ 
bility,  (8)  a  feeling  the  management  is 
not  interested  in  them  and  is  not  help¬ 
ing  them,  (9)  finding  the  pace  too 
swift,  or  inability  to  stand  the  pressure. 

Obviously  in  most  cases  either  man¬ 
agement  has  (1)  made  a  mistake  in  the 
appointment  of  an  executive,  or  (2) 
has  neglected  to  supply  competent 
leadership— or  both.  The  old  methods 
of  raising  young  executives  do  not 
seem  sufficient  or  entirely  suited  to 
changed  attitudes  of  today. 

Years  ago  a  young  man  was  expected 
to  come  in  at  a  beginning  job,  work 
hard,  pay  no  attention  to  hours,  put 
up  with  a  low  salary,  study  the  busi¬ 
ness,  go  to  night  school,  and  work  his 
way  up  mostly  on  his  own.  In  most 
cases  he  didn’t  get  much  attention 
from  his  boss  unless  he  evidenced  very 
unusual  ability.  In  the  old  days  we 
were  working,  in  many  cases,  for  the 
owners  of  the  stores  who  knew  all  the 
details  of  the  business  and  knew  all 
their  people.  Today  the  young  execu¬ 
tive  is  working  for  a  professional  man¬ 
ager,  not  the  owner,  and  in  many  cases 
the  size  of  the  business,  and  the  num¬ 
ber  of  employees  make  it  difficult  for 
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management  to  know  these  young 
people  well. 

Here  is  a  case  from  our  own  files. 
Charlie  Jones  started  with  us  as  stock- 
boy  after  graduating  from  high  school. 
He  seemed  to  show  considerable  prom¬ 
ise  and  soon  became  a  salesman,  and 
later  a  service  manager.  He  then 
served  with  the  .\ir  Force,  returned 
four  years  later  with  a  fine  record,  was 
much  more  mature,  and  was  promptly 
promoted  to  the  position  of  assistant 
buyer.  A  year  later  he  became  mana¬ 
ger  of  an  important  department  and 
seemed  to  be  making  gocxl  progress. 
Several  months  ago  he  suddenly  re¬ 
signed.  Why  did  he  go?  He  was  hard 
working,  loyal  and  honest;  his  depart¬ 
ment  was  run  well  and  was  making 
good  profits;  he  had  not  complained 
about  his  compensation,  and  he  was 
marked  by  the  management  as  a  real 
comer,  one  who  could  have  gone  on  to 
the  rank  of  a  divisional  manager  and 
jierhaps  further. 

What  happened?  Of  course  we  all 
know  it  is  hard  to  get  from  people  who 
resign  the  real  reason  they  want  to 
leave,  but  we  felt  in  this  case  the  young 
man  perhaps  felt  he  couldn’t  stand  the 
pressure  of  the  job.  The  store,  of 
course,  lost  all  the  time  and  money 
put  into  training  this  young  man,  and 
had  to  recruit  and  develop  a  successor. 


Recruitment  and  Training.  In  our  re¬ 
cruitment  program  we  go  to  the  high 
schools,  colleges,  and  universities.  We 
search  throughout  our  organizations 
to  find  promising  young  men  and 
women  who  will  develop  into  capable 
junior  executives  and  who  we  hope 
will  provide  a  seeding  bed  for  our 
plan  of  promotion  from  within.  Now, 
what  do  we  look  for  in  these  candi¬ 
dates  and  what  requirements  do  we  set 
for  possible  future  executives?  The  list 
is  quite  long  and  it  includes:  loyalty  to 
the  company,  good  health,  neat  ap¬ 
pearance,  courteous  manner,  initiative, 
ability  to  speak  well,  sound  basic  edu¬ 
cation,  good  judgment,  ability  to  make 
decisions,  ability  to  win  cooperation 
from  associates,  ability  to  carry  out  as¬ 
signments,  ability  to  lead  and  inspire 
others,  knowledge  of  accounting  meth¬ 
ods,  a  flair  for  merchandise,  a  real 
interest  in  the  welfare  of  the  business, 
an  ambition  to  get  ahead,  the  ability 
to  see  what  needs  to  be  done  and  get 
it  done,  a  management  attitude  and. 
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most  important,  a  love  of  customers. 
All  of  us  try  to  recruit  young  men 
and  women  who  have  as  many  of  these 
qualities  as  possible. 

After  we  hire  them  we  give  them 
initial  or  elementai7  training  courses 
in  system,  textiles,  retail  arithmetic, 
work  routines,  etc.  Following  this 
come  the  advanced  training  schedules 
where  they  learn  the  various  tech¬ 
niques  of  retailing. 

Then  the  appointment  to  the  job. 
Do  we  spend  enough  time  in  trying  to 
fit  the  candidate  to  the  job?  First,  do 
we  know  enough  about  the  require¬ 
ments  of  the  job?  Have  we  job  descrip¬ 
tions  and  basic  qualifications  required? 
Is  the  job  fully  defined  and  are  the 
limits  of  responsibility  clearly  indi¬ 
cated?  Do  we  know  exactly  what  the 
appointee  needs  in  the  way  of  ability 
and  training  to  fill  this  job  adequate¬ 
ly?  How  much  do  we  use  proven  tests? 

I’m  afraid  that  in  many  cases  our 
appointments  are  a  little  hit  or  miss. 
A  position  becomes  available  and  we 
pick  out  some  bright  youngster  and 
assign  him  to  this  position  and  just 
hope  he  will  do  well.  Perhaps  it  is 
something  like  teaching  children  to 
swim  by  pu.shing  them  off  the  dock. 
Some  of  them  don’t  come  up  at  all, 
some  of  them  get  badly  scared  and 
swallow  a  lot  of  water  before  they  save 
themselves,  and  a  few,  under  the  pres¬ 
sure  of  necessity,  learn  to  swim  the 
hard  way. 

Orienting  Appointees.  When  we  make 
the  appointment  do  we  tell  the  young 
man  what  the  exact  requirements  of 
the  position  are?  What  constitutes  a 
good  job?  What  pitfalls  are  to  be 
avoided?  Do  we  supply  him  with  a 
manual  of  operations?  Do  w’e  give  him 
a  list  of  required  reading?  Do  we  tell 
xohy  we  do  these  things  as  we  do? 

Do  we  tell  him  the  goal  of  the 
position,  how  his  performance  is  to  be 
measured,  and  how  he  will  be  judged? 
Do  we  have  frequent  reviews  with  him, 
particularly  in  the  early  weeks,  and 
examine  him  to  see  if  he  is  absorbing 
the  necessary  information?  Do  we 
know  if  he  really  understands  the 
functions  of  his  job  and  what  is  re¬ 
quired  of  him?  How  many  of  us  train 
him  how  to  use  his  time  efficiently, 
how  to  keep  from  being  submerged 
with  paper  work,  how  to  delegate 
minor  details  and  yet  exercise  ade¬ 


quate  supervision  so  that  his  job  will 
be  done  fully?  Would  not  careful 
coaching  by  the  management  in  the 
early  months  following  a  new  appoint¬ 
ment  help  to  overcome  obstacles,  to 
avoid  discouragements,  and  to  insure 
greater  success  on  the  job? 

What  about  a  plan  of  making  on- 
trial  or  acting  appointments,  so  that 
if  a  mistake  has  been  made  in  the 
appointment  it  can  be  remedied  early 
and  before  too  much  time  is  lost  and 
liefore  too  much  damage  is  done?  On 
the  other  hand,  if  the  young  executive 
seems  to  be  taking  hold  and  promises 
to  be  successful,  the  appointment  al¬ 
ways  can  be  confirmed  in  a  few  months. 

Someone  has  .said,  “There  are  really 
no  bad  children— there  are  just  bad 
parents.”  Maybe  this  could  mean  em¬ 
ployers  too! 

Let’s  suppose  the  buyer  of  our  shoe 
department  is  promoted  to  a  more  im¬ 
portant  position,  and  we  appoint  one 
of  our  young  comers  to  take  over  the 
management  of  the  shoe  department. 
How  thoroughly  do  we  brief  him  in 
his  responsibilities?  Do  we  sit  down 
w'ith  him,  go  over  the  history  of  the 
department,  give  him  a  list  of  pre- 
ferretl  lines  we  wish  to  carry?  Do  we 
show  him  how  to  plan  his  time?  Do 
we  tell  him  the  volume  we  anticipate 
by  months,  and  the  size  of  investment 
we  want  to  make  in  the  stock?  Do  we 
tell  him  what  cash  discounts  are  re- 
(juired,  what  are  the  tolerances  in  slow 
merchandise,  and  what  our  size-range 
experience  has  been?  Do  we  inform 
him  fully  of  store  policies,  and  the 
reasons  for  those  policies?  Do  we  brief 
him  on  his  competition? 

Do  we  see  that  he  has  a  suitable 
office,  that  his  department  has  ade¬ 
quate  stock  space  and  other  facilities? 
Do  we  tell  him  what  he  can  expect  in 
the  way  of  support  in  publicity  and 
window  displays?  Do  we  give  him  a 
history  of  each  of  the  salespeople  in 
the  department  with  their  strong  and 
weak  points?  If  we  have  a  union,  do 
we  acquaint  him  with  the  union  rules 
and  regulations  prevailing  in  that  shoe 
department?  Do  we  tell  him  how  we 
take  care  of  minor  repairs,  and  other 
things  concerned  with  the  upkeep  of 
the  stock?  Do  we  tell  him  to  whom  to 
turn  when  he  needs  physical  repairs 
in  his  department,  or  where  to  go 
when  he  has  problems  with  his  reports 
or  figures;  to  whom  he  should  go  in 


the  matter  of  getting  additional  salwi 
people,  or  whom  he  should  consult  on 
personnel  matters?  Do  we  ascertain 
how  much  he  knows  about  actual  shoe 
construction,  about  the  best  methodi 
of  fitting  shoes,  about  the  selection  o( 
styles,  of  how  far  ahead  to  plan  his 
Inlying  and  his  sales  efforts? 

FolloW'Up  Coaching.  In  other  words, 
do  we  train  him  and  brief  him  in  all 
the  many  matters  a  manager  must 
know  in  order  to  be  a  success,  or  do 
we  let  him  pick  up  these  things  if,  as, 
and  when  he  can?  Do  we  follow  him 
up  at  the  end  of  the  first  month,  the 
first  six  months,  to  see  how  he  is  get¬ 
ting  along?  Do  we  check  to  see  if  he 
is  following  instructions,  if  he  under¬ 
stands  the  system,  if  there  are  any 
problems  which  he  can’t  solve  by  him¬ 
self?  Do  we  make  sure  that  he  has  a 
competent  assistant?  Do  we  remember 
the  days  when  we  were  heads  of  de¬ 
partments  and  recall  the  discourag^ 
ments,  the  disappointments,  and  the 
feeling  of  futility  we  had  at  that  time? 
Do  we  make  sure  that  somebcxly  with 
authority  acts  as  his  big  brother  to 
help  him? 

When  a  young  executive  isn’t  doing 
well,  do  we  really  know  what  the 
trouble  is;  whether  he  is  handicapped 
by  something  the  store  is  doing,  or  has 
failed  to  do,  or  whether  we  have  made 
a  mistake  in  the  appointment?  Or  do 
we  just  blame  the  young  man  and 
assume  he  is  not  competent?  Do  we 
ever  blame  ourselves  for  these  failures? 
Management  is  generally  very  quick 
and  ready  to  criticize,  but  do  we  look 
for  opportunities  to  commend  work 
well  done?  Do  we  try  to  understand 
the  outside  and  personal  problems 
which  may  confront  some  of  our  young 
executives?  Do  we  really  try  to  teach 
and  help  them  as  much  as  we  should.'' 
Do  we  know  when  these  executives  are 
having  trouble  at  home,  or  are  facing 
other  problems  and  need  our  advice, 
and  do  we  ourselves  know  enough 
about  the  details  of  their  operation  to 
supply  them  with  the  expert  guidance 
and  help  they  require? 

In  our  opinion,  one  of  the  impor¬ 
tant  requirements  of  a  competent  ex¬ 
ecutive  is  his  ability  to  secure  and 
develop  an  able  understudy.  Many 
men  of  ability  seem  reluctant  or  un¬ 
able  to  do  this,  but  when  we  find  a 
young  executive  who  does  his  work 
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htU,  and  lias  found  and  is  training  a 
successor  we  know  this  man  is  well  on 
(he  road  to  success. 

mfliMigament't  RMpentibility.  Man- 
^({ement  generally  takes  too  long  to 
nuke  up  its  mind  on  its  executives  and 
managers.  We  should  study  the  ex¬ 
ecutive’s  performance  as  long  as  is  nec¬ 
essary  to  determine  whether  in  our 
opinion  he  will  or  will  not  be  a  suc¬ 
cess.  If  we  feel  that  he  is  not  compe- 
lent,  or  that  we  have  made  a  mistake 
in  the  appointment,  a  prompt  transfer 
should  lie  effected.  If  we  think  he  has 
the  ability  to  fulfill  the  requirements 
of  the  job  we  should  then  consider 
him  a  permanent  member  of  the  team, 
and  endeavor  to  supplement  his  strong 
points,  and  to  strengthen  his  weak¬ 
nesses.  Too  often  management  is  dis¬ 
satisfied  with  an  executive’s  operation 
and  does  nothing  about  it  except  find 
fault  and  criticize,  and  the  years  go  by 
and  neither  the  store  nor  the  execu¬ 
tive  is  happy. 

This  procrastination  is  unfair  both 
to  the  company  and  the  individual, 
to  Why,  in  the  retail  business  where  we 
are  used  to  prompt  decisions,  do  we 
ng  delay  on  personnel  judgments?  We 
he  realize  they  are  important,  but  we  do 
ed  not  seem  to  consider  them  of  sufficient 
las  urgency  to  demand  prompt  action, 
de  We  should  not  sit  on  the  fence,  but 
do  should  force  ourselves  to  decide  and 
tid  act. 

tve  In  summary,  to  achieve  a  reduction 
fs?  of  this  costly  and  wasteful  personnel 
ck  turnover,  the  following  program 
might  be  effective; 

1.  More  careful  recruitment. 

2.  Better  specific  elementary 
training. 

3.  Far  more  care  and  skill  in 
appointments. 

4.  Continuous  coaching  of  new¬ 
ly  appointed  executives. 

5.  More  frequent  follow-ups 
and  reviews,  and  more  accur¬ 
ate  ratings. 

6.  Prompt  correction  of  per¬ 
sonnel  mistakes. 

These  matters,  of  course,  are  the 
direct  responsibility  of  the  head  of  the 
store.  He  might  find  it  exceedingly 
profitable  to  devote,  if  not  less  time  to 
increasing  the  turnover  of  his  mer¬ 
chandise  inventory,  at  least  far  more 
attention  to  reducing  the  turnover  of 
his  executive  piersonnel. 


Gordon  Creighton 


LINE  UPON  LINE— 

Every  body's  Job  I 

Selling  is  ex'erybody’s  job  for  the  very  good  rea¬ 
son  that  selling  is  everybcxly’s  job.  Except  the 
store  sells  the  gocxls  in  its  cases  and  on  its  counters 
and  tables,  they  labor  in  vain  that  buy  them— or 
advertise  them— or  account  for  them  in  the  records 
—or  have  anything  whatever  to  do  with  their 
housing  or  care.  “Selling”  is  the  survival  word  for 
all  occupations  under  any  retail  roof.  To  adapt 
a  famous  ancient  dictum  to  our  theme,  Aut  vendor  aut  nullus,  or  in" 
business  words,  either  a  selling  job  by  all  or  no  job  for  anybody: 

A  famous  merchant  used  to  enliven  his  New  York  trips  by  testing  the 
selling  techniques  of  the  salespersons  manning  the  Fifth  Avenue  shops. 
He  would  approach  a  counter  with  .^5  in  his  right-hand  trouser  pocket 
and  .$25  in  his  left.  He  would  spend  the  $5  for  some  window-displayed 
item  and  then  wait  for  the  salesperson  to  extract  the  invisible  $25  by 
suggestion,  {lersuasion,  or  any  of  the  other  artifices  of  salesmanship.  Back 
home,  he  would  stimulate  his  own  sales  force  by  relating  how  one  clever 
clerk  had  cajoled  him  into  spending  the  entire  test  amount  while  another 
shop’s  representative  didn’t  even  try. 

Vve  been  reading  •  •  *  VtJi!  .Selling  Is  Everybody’s  Job,  that  ■ 

cooperative  publication  of  the  five  major  divisions  involved  in  the  promo¬ 
tion  of  the  first  all-day  session  in  NRMA’s  48  years  of  convention  history. 
This  compilation  is  a  precedent-smasher  in  more  ways  than  one.  It  is 
compact  with  the  original  thought  of  top-Hight  minds  about  this  major  ' 
teamwork  project  on  our  trade’s  principal  present  problem  of  how  to 
unleash  more  of  the  force  inherent  in  SELL.  The  word  is  deceptively 
simple-sounding,  like  ATOM.  But,  once  unlocked,  it  too  can  release 
stupendous  powers.  .  .  .  Here  are  some  salient  but  space-limited  quotes 
from  the  day’s  proceedings:  “It  needs  the  efforts  of  the  whole  organization 
to  knoiv  the  customer.  , ,  .  Everybody  must  be  observant,  interested,  wide¬ 
awake.  curious,  with  a  mind  open  to  information.  .  .  .  We  have  five  con¬ 
sumer  advisory  boards  and  we  meet  with  one  a  week.”  (Harold  K.  Mel- 
nicove)  “The  average  department  or  specialty  store  has  only  scratched 
the  surface  of  open  selling— self-selection— a  way  of  merchandising  which 
is  paying  big  dividends  .  .  .  the  woman  of  today  seems  to  want  instant 
shopping.”  (Norris  Brisco)  “Simplified  selling  is  geared  to  attract,  accom¬ 
modate  and  service  the  maximum  number  o.  customers  with  a  maximum 
amount  of  profit  ...  be  sure  that  your  selling  force  does  not  get  the 
concept  that  ‘simplified  selling’  means  ‘self-service’  and  that  this  means 
no  service.”  (Asher  F.  Margolies)  “How  about  taking  a  walk  to  a  good 
super  market?  Take  a  cart  and  wheel  it  up  and  down  the  aisles.  I  dare 
you  not  to  buy  more  than  you  want  .  .  .  it’s  an  exciting  place  to  shop.’’ 
(George  A.  Scott)  “A  novel  training  activity  is  a  slide  film  with  a  syn¬ 
chronized  narrative  on  tape  which  the  A  8c  S  training  department  prepared 
this  year.  Entitled  ‘Everybody  Sells  at  A  8c  S,’  it  depicts  all  functions 
of  the  store,  describing  the  role  of  each  in  the  all-important  selling  job.” 
(Leonard  Nadel)  ‘’How  good  do  you  think  you’d  really  be  if  you  were 
to  get  out  of  that  office  for  a  full  day  and  sell  some  goods— really  getting 
in  there  and  closing  a  sale?”  (James  F.  Fobin)  .  .  .  These  nut-shell  frag¬ 
ments  show  the  quality  of  the  book.  You’ll  have  to  get  it  and  use  your  own 
nut-picks  to  get  all  the  meat.  As  chairman  Gordon  L.  Mallonee  said,  in 
closing  the  session:  ‘‘It  is  useless  unless  you  put  it  to  use.” 


June,  1959 
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Gross  Margin  Return 
On  Inventory  Investment 

By  R.  W.  Maycock 

Manager,  ZCMI  Wholesale  Distributors,  Salt  Lake  City 


The  profitableness  of  a  department 
is  determined  by  its  gross  margin 
return  (or  controllable  margin  return) 
on  inventory  investment— not  by  its 
percentage  of  margin  to  sales.  Is  not 
return  on  investment,  then,  a  more 
equitable  way  of  paying  bonuses  to 
retail  buyers? 

If  bonuses  are  paid  on  the  basis  of 
dollars  of  gross  margin,  the  buyers  of 
Departments  B,  C  and  D  would  be 
penalized  in  the  illustration  in  Table 
1,  even  though  all  four  departments 
are  equally  profitable  on  the  basis  of 
return  on  investment. 

Conversely,  in  the  illustration  in 
Table  2,  w'hile  four  departments 
earned  the  same  dollars  of  gross  mar¬ 
gin,  Department  D  is  twice  as  profit¬ 
able  as  Department  A. 

Likewise,  in  our  final  illustration. 
Table  3,  Department  D  is  twice  as 
profitable  as  Department  A  although 
all  four  departments  had  identical 
turnover. 

Turnover  is  the  measurement  of  the 
effective  use  of  capital  invested  in  in¬ 
ventory.  Gross  margin  is  the  measure¬ 
ment  of  the  amount  of  profits  .secured 
from  the  sales  dollar.  Both  are  impor¬ 
tant  in  measuring  the  productivity  of 
a  buyer.  Both  have  therefore  been 
used  in  determining  the  bonus  to  be 
paid  to  a  buyer.  Gross  margin  return 
on  inventory  investment  is  the  meas¬ 
urement  of  the  relationship  between 
turnover  and  gross  margin,  and  there¬ 
fore  gives  promise  of  becoming  a  more 
accurate  and  equitable  basis  for  de¬ 
termining  buyers’  bonuses. 

Can  a  buyer  improve  the  profitable¬ 
ness  of  his  department,  and  thereby 
increase  his  bonus,  by  buying  directly 
from  a  manufacturer  rather  than  from 
a  nearby  wholesaler? 

Yes,  provided  he  receives  a  sufficient 


increase  in  gross  margin  to  offset  his 
increase  in  inventory  investment. 

Two  buyers  can  have  identical  sales, 
identical  gross  margin,  identical  ex¬ 
penses,  and  identical  net  profit.  But 
if  one  buyer  has  double  the  inventory 
of  the  second,  then  his  return  on  his 


3 

I  If  you  have  a  turnover  of  3  you'll 
need  a  50  per  cent  margin  fo  get 
^  the  same  return  on  investment  that  ■ 
;  you  can  get  from  a  335^  margin' 
I  with  6  turns  or  a  43  per  cent  gross 
margin  with  4  turns.  The  relation- 
!  ship  between  turnover  and  gross 
margin  is  crucial  for  the  production 
of  a  satisfactory  return  on  inventory 
i  investment.  This  article  offers  o 
formula  for  computing  what  gross 
margin  is  needed  to  produce  the 
same  return  on  investment  at  differ- 
,  ing  rates  of  turnover.  It  also  sug¬ 
gests  that  return  on  inventory  invest¬ 
ment  is  the  correct  measure  of  a 
buyer's  performance. 


TABLE  1 

D*pt.  "A" 

D«pt.  "B" 

D«pt.  "C" 

Dapt.  "D" 

$100,000 

$100,000 

.Sales 

$100,000 

$100,000 

40% 

33*/s% 

Ciro.fs  Margin  % 

25% 

20% 

S40.(MK) 

$33,333 

dross  Margin  $ 

$25,000 

$20,000 

60.000 

66,667 

Sales  at  Cost 

75,000 

80,000 

20.000 

16,667 

.Average  Inventory 

12,500 

10,000 

3 

4 

Turnover  Rate 

6 

8 

dross  .Margin  Return 

$2.00 

$2.00 

on  Each  $  Invested 

$2.00 

$2.00 

Varyitif'  gross  margins,  yet  all  four  departments  make  an  equal  return  on  investment. 


Dapt.  "A" 

Dapt.  "B" 

TABLE  2 

Dapt.  "C" 

Dapt.  "D" 

$1«K),(M)0 

$100,000 

Sales 

$100,000 

$100,000 

36% 

36% 

dross  Margin  % 

36% 

36% 

$36,000 

$36,000 

dross  Margin  S 

$36,000 

$36,000 

64,000 

64,000 

Sales  at  Cost 

64,000 

64,000 

20,000 

16,000 

Average  Inventory 

13,000 

10,000 

3.2 

4 

Turnover  Rate 
dross  Margin  Return 

4.9 

6.4 

$1.80 

$2.25 

on  Each  $  Invested 

.$2.77 

$3.60 

Identical  gross  margins,  but  widely  differing  returns  on  investment. 


TABLE  3 


Dapt.  "A" 

Dapt.  "B" 

Dapt.  "C" 

Dapt.  "D" 

$100.(MM) 

$100,000 

Sales 

$100,000 

$100,000 

28% 

36% 

dross  Margin  % 

■  40% 

44% 

$28,000 

$36,000 

dross  Margin  $ 

$40,000 

,$44,000 

72,000 

64,000 

Sales  at  Cost 

60,000 

56,000 

18,000 

16,000 

.iverage  Inventory 

15.000 

14,000 

4 

4 

Turnover  Rate 
dross  Margin  Return 

4 

4 

$1.56 

$2.25 

on  Each  $  Invested 

$2.67 

$3.14 

IVith  turnover  rates  identical,  gross  margin  makes  the  difference  in  return  on  investment 
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inventoiv  investment  is  only  half  that 
of  the  second. 

If  these  same  two  buyers  were  to 
deposit  in  a  savings  account  amounts 
identical  to  their  respective  inventor¬ 
ies.  then  surely  the  first  one  would  ex¬ 
pect  twice  the  amount  of  interest  as 
the  second.  Likewise,  if  this  buyer  in¬ 
vests  twice  as  much  in  his  own  de¬ 
partment  (in  inventory),  he  should 
ex|)ect  twice  the  return. 

Gross  margins  and  profits  measured 
only  in  terms  of  sales  therefore  can  be 
deceiving.  The  first  buyer  mentioned 
above  would  call  the  bank  a  “cheat” 
if  he  received  the  identical  amount  of 
interest  as  the  second  buyer,  after  de¬ 
positing  twice  as  much,  yet  many  buy¬ 
ers  are  “cheating,”  or  deceiving,  them¬ 
selves  by  measuring  their  gross  margin 
and  profits  only  in  relation  to  sales. 

Most  buyers  who  understand  this 
will  agree.  But  many  buyers  believe 
that  an  increased  gross  margin  percent¬ 
age— on  an  item,  a  line,  or  for  the  total 
store— will  offset  an  increased  inven¬ 
tory.  And  it  will,  if  it’s  large  enough. 
I.et’s  see  how  much  additional  gross 
margin  is  necessary  to  offset  a  given 
increase  in  inventory.  Assuming  a  buy¬ 
er  is  receiving  a  per  cent  gross 

margin  on  a  line  which  he  buys  from 
a  wholesaler  and  for  which  his  inven¬ 
tory  investment  is  $1 1 1,  Table  4  shows 
that  his  gross  margin  return  is  $S,  as 
contrasted  with  only  $2  when  buying 
direct  with  a  gross  margin  of  40  per 
cent  and  an  inventory  investment  of 
S200. 

Definitely  this  buyer  needs  more 
than  a  40  per  cent  gross  margin  to  off¬ 
set  the  increase  in  inventory  invest¬ 
ment.  He  is  receiving  a  gross  margin 
return  on  the  additional  dollars  of 
gross  margin  of  only  75  cents  for  each 
dollar  invested  instead  of  the  $3  neces¬ 
sary  to  make  the  transaction  as  profit¬ 
able  as  when  buying  from  a  whole¬ 
saler,  as  seen  in  the  Table  5. 


TABLE  6 

WhoUtoUr 

Diract 

Diract 

SI. 000 

Sales 

$1,000 

$1,000 

.333 

Gross  Margin 

500 

430 

667 

Sales  at  Cost 

500 

570 

HI 

Average  Inventory 

167 

143 

6 

Turnover 

3 

4 

Gross  Margin  Return 

S3 

on  Each  $  Invested 

S3 

S3 

A  50  per  cent  gross  margin  with  3  turns  gives  the  same  gross  margin 
return  on  investment  as  a  3SVj  per  cent  gross  margin  with  6  turns. 


This  buyer  is  entitled  to  the  same 
gross  margin  return  on  the  additional 
S89  invested  in  inventory  as  on  the 
original  $111.  If  he  deposited  this  ad¬ 
ditional  $89  in  a  savings  account,  he 
would  surely  expect  the  same  rpte  of 
interest  as  on  the  original  $111  he  de¬ 
posited— not  just  one-quarter  of  such 
rate. 

How  much  additional  gross  margin 
would  be  required,  based  on  receiving 
only  three  turns  when  buying  direct, 
in  order  to  get  the  same  $3  return? 
The  following  formula  will  give  us 
the  answer: 

Gross  Margin  Cost  of  Sales 

Rate  of  Return  Estimated  Turnover 

Substituting  X  for  gross  margin  and 
converting  it  to  a  (jer  cent,  we  have: 

X  1 .00  minus  X 

Rate  of  Return  Estimated  Turnover 

By  substituting  the  figures  we  have 
been  using  in  our  illustration,  we  get: 

X  I  minus  X 
3  ^  V 

X  =.  .5  or  50% 

Table  6  verifies  the  fact  that  a  50 
per  cent  margin  with  three  turns  is 
required  to  give  the  same  gross  margin 
return  on  investment  as  a  33 
cent  gross  margin  with  six  turns. 

The  last  column  in  the  foregoing 
table  indicates  that  a  43  per  cent  gross 


margin  is  required  if  the  buyer  can 
get  four  turns  when  buying  direct. 
The  43  per  cent  was  determined  by  the 
same  formula  shown  above,  with  four 
being  used  as  the  estimated  turnover 
instead  of  three. 

Even  though  a  buyer  were  able  to 
secure  a  gross  margin  of  43  per  cent 
when  buying  direct,  his  expenses 
would  be  higher  on  an  average  inven¬ 
tory  of  $143  than  they  would  be  on 
$111.  .Assuming  the  cost  to  a  retailer 
of  carrying  an  inventory  of  approxi¬ 
mately  20  per  cent  (including  taxes, 
insurance,  interest,  occupancy  and  ob¬ 
solescence),  the  excess  inventory  of  $32 
would  cost  the  retailer  approximately 
$6.40. 

A  buyer  need  no  longer  guess  wheth¬ 
er  or  not  he  can  afford  to  buy  direct. 
By  determining  his  increased  average 
inventory  and  dividing  it  into  the  cost 
of  sales,  he  can  estimate  his  turnover 
when  buying  direct.  He  can  then 
apply  the  formula  and  determine  the 
amount  of  gross  margin  required  to 
give  him  the  same  return  on  his  inven¬ 
tory  investment.  Seldom  is  the  addi¬ 
tional  discount  when  buying  direct 
sufficient,  plus  the  fact  that  his  ex¬ 
penses  are  always  higher. 

Buyers  who  are  paid  bonuses  based 
on  gross  margin  return  on  inventory 
investment  will  strive  for  that  opti¬ 
mum  of  balance  between  turnover  and 
gross  margin  which  will  result  in  maxi¬ 
mum  profitableness  to  the  company. 


TABLE  5 

Extra  Grou 

Diract 

Daduct 

Margin  Raturn 

Sales 

$1,000 

Gross  Margin 

400 

$333 

$67 

Cost  of  Sales 

600 

Average  Inventory 
Gross  Margin  Return 

200 

111 

89 

on  Each  $  Invested 

S2.00 

$.75 

TABLE  4 

Wholasalar 

Diract 

$1,000 

Sales 

$1,000 

333 

Gross  Margin 

400 

667 

Cost  of  Sales 

600 

III 

Average  Inventory 

200 

6 

T urnover 

3 

Gross  Margin  Return 

S3 

on  Each  S  Invested 

$2 

Higher  gross  margin  percentage  will  offset  larger  inventory  investment,  but  in  this  case  it’s  not  high  enough. 
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TRAFFIC  CONFERENCE 

Human  Relations  in  Superuision 

One  of  the  high  points  of  the  recent  conference  of  the  Traffic  Group  was 
this  description  of  how  a  good  supervisor  goes  about  getting  the  best 
possible  job  done  by  everyone  in  his  department.  It  is  notable  for  Us 
emphasis  on  the  supervisor's  obligation  to  know  what  each  individual  is 
capable  of  accomplishing  and  to  insist  that  he  perform  at  the  top  of  his 
ability.  "High  morale,"  says  the  author,  "is  a  result  of  personal  growth, 
of  constantly  being  challenged  to  improve." 


By  Horry  E.  Green,  Personnel  Director,  John  Shillito  Co. 


Human  relations  can  l)e  simply 
defined  as  “getting  along  with 
others.”  However,  the  matter  of 
human  relations  in  su|)ervision  is  more 
complicated.  We  must  not  only  get 
along  with  others:  we  must  also  get 
the  job  done. 

I  believe  that  to  earn  his  salt  and  be 
successful  a  supervisor  must  always 
have  in  mind  the  objective  of  getting 
the  job  done  as  W’ell  as  it  can  {X)ssibly 
l)e  done.  The  human  relations  applied 
should  always  be  determined  by:  (1) 
the  urgency  and  importance  of  the 
job:  (2)  what  it  takes  to  get  each  indi- 
dividual  to  do  the  job,  and  (3)  what 
it  takes  to  hold  valuable  individuals 
on  the  job  in  a  good  frame  of  mind. 

A  supervisor  progresses  only  when 
he  is  able  to  obtain  better  results  than 
other  supervisors.  The  same  is  true  of 
a  total  company,  which  is  actually  a 
composite  of  all  its  supervisors.  You 
can  have  the  happiest  subordinates  in 
the  world  but  if  they  aren’t  doing  the 
job  the  supervisor  is  a  failure.  If  a 
company  has  enough  supervisors  of 
this  type,  the  company  will  soon  be  a 
failure  too. 

By  no  means  am  I  implying  that  you 
can’t  achieve  good  results  and  still 
have  high  morale.  I  do  say  that  high 
morale  is  more  a  result  of  personal 
growth,  feeling  ini(x>rtant  in  an  im¬ 
portant  job  and  constantly  being  chal¬ 
lenged  for  improvement,  than  it  is  a 
result  of  being  coddled  and  catered  to. 


High  Standards  Needed.  human 
being  absolutely  demands  to  be 
wanted,  and  his  ego  must  be  fed  from 
time  to  time  with  a  sense  of  impor¬ 
tance.  If  high  standards  aren’t  set  for 
his  work,  if  his  work— Ixjth  good  and 
bad— goes  unnoticed,  he  can’t  possibly 
feel  that  his  job  contribution  has  any 
effect  on  the  success  of  his  department 
or  his  company.  If  his  job  isn’t  impor¬ 
tant,  he  loses  respect  for  himself, 
whether  or  not  he  realizes  the  cause 
(usually  he  doesn’t).  Unhappy  with 
himself,  he  either  becomes  listless  and 
lazy  or  he  liecomes  frustrated  and  criti¬ 
cizes  everything  and  everybody. 

A  supervisor  must  determine  the 
standards  he  wants  in  his  department. 
Then  he  must  insist  that  everyone 
under  his  supervision  meets  at  least 
the  minimum  standards  for  his  job.  If 
an  employee  does  not,  work  with  him 
until  he  does.  Or,  if  after  you  have 
worked  with  him  he  still  doesn’t,  con¬ 
sult  with  your  Personnel  Department 
for  warning  action,  and  if  that  doesn’t 
bring  results,  for  termination. 

Developing  People.  The  supervisor 
must  decide  which  of  his  subordinates 
(I)  have  ability  and  ambition  to  ad¬ 
vance  to  greater  responsibility,  or  (2) 
have  ambition  but  no  ability  to  ad¬ 
vance,  or  (3)  have  ability  but  no  ambi¬ 
tion,  or  (4)  have  neither  the  ambition 
nor  the  ability  to  advance. 

The  supervisor  should  always  be 


able  to  say  to  himself  when  he  sees  a 
subordinate,  “That  employee  knows 
exactly  where  he  stands  in  his  job  and 
what  I  believe  to  be  his  strengths  and 
weaknesses.”  If  you  can’t  say  this,  you 
need  to  do  more  private  talking  to 
your  jx.‘ople. 

W^hen  you  find  a  person  who  has 
ambitions  lieyond  his  ability,  make 
sure  you’re  right,  then  explain  why  he 
is  at  his  peak  and  point  out  the  ad¬ 
vantages  of  his  present  job  and  also  the 
value  of  his  work.  Help  him  to  adjust 
to  reality  and  live  within  his  limita¬ 
tions  instead  of  being  constantly  frus¬ 
trated  and  dissatisfied.  Expect  no  more 
from  him  than  he  is  capable  of  doing. 

For  the  man  with  ability  and  ambi¬ 
tion,  delegate  assignments  lieyond  his 
normal  routine.  When  he  does  [kkw 
work,  criticize  him  for  doing  less  than 
he  is  capable  of  doing.  When  he  does 
good  work,  compliment  him  and  im¬ 
ply  that  this  is  the  kind  of  work  you 
exf>ect  from  him.  Set  the  standards 
higher  for  this  man  both  in  his  job 
and  in  his  pay.  When  he  reaches  the 
limit  of  the  pay  scale,  do  your  liest  to 
get  him  promoted  to  a  better  job. 
Make  him  realize  you  are  “working" 
on  him  so  that  he’ll  grow  into  some¬ 
thing  bigger  and  better,  for  his  and 
his  family’s  best  interest.  Make  the 
man’s  growth  your  personal  goal.  In 
the  process,  you’ll  not  only  help  him 
but  also  your  department’s  operation. 

As  for  the  man  with  ability  but  no 
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lobition.  ask  him  what  he  expects 
(rom  iiie  and  how  he  hopes  to  achieve 
,t  (if  he  exjiects  more  than  his  present 
job  will  provide.)  Explain  your  faith 
111  his  ability  and  the  need  for  him  to 
change  his  approach  to  his  job  if  he 
expects  to  realize  his  ambitions.  I'ry 
to  stimulate  him  to  better  perform¬ 
ance.  above  the  standards  for  those 
*ith  less  ability.  If  he  produces,  see 
that  he  is  paid  for  it  or  placed  in  a  job 
where  he  will  be  paid. 

In  the  case  of  the  man  w’ith  no  andii- 
tionand  no  ability  to  advance,  let  him 
know  he  is  important  to  you  and  that 
lou  value  him,  but  don’t  expect  more 
from  him  than  his  job  requires.  How¬ 
ever,  expect  «//  that  the  job  requires. 

Your  Basic  Obligations.  As  a  super¬ 
visor,  have  a  little  guts.  Don’t  be  afraid 
to  let  a  man  know  w’hat  you  think, 
good  and  bad— never  in  front  of  others, 
and  rarely  with  anger.  (Sometimes, 
after  a  particularly  sloppy  job  that  has 
occurred  before,  a  little  anger  is  good 
and  emphasizes  the  dissatisfaction  you 
feel.)  Go  to  bat  for  your  men  when 
they’re  right,  but  make  sure  they  are. 

Don’t  blindly  follow  orders  you 
know  arc  wrong  in  their  effect  on  your 
men,  without  first  exjxjunding  your 
opinions  to  your  superiors  and  the  rea¬ 
sons  for  your  opinions.  If  you’re  right, 
you’ll  usually  win  out.  If  you  aren’t, 
you  will  have  learned  the  well-founded 
reasons  for  the  orders  and  the  necessi¬ 
ty  of  your  cooperation. 

Never  criticize  your  company  or 
your  supervisors  to  your  subordinates. 
Make  them  feel  you  are  part  of  the 
company.  If  you  don’t,  they  will  feel 
you  aren’t  very  important  or  things 
wouldn’t  be  done  contrary  to  your 
beliefs. 

Never  take  credit  for  another  man’s 
work.  Make  certain  he  gets  recogni¬ 
tion  and  that  he  knows  you  saw  that 
he  was  given  credit. 

Unless  it’s  a  case  of  dishonesty,  never 
outwardly  question  a  man’s  motives 
in  doing  a  poor  job.  Always  assume 
his  deficiencies  are  errors  or  that  he 
didn’t  know  better.  On  this  basis,  ex¬ 
plain  and  work  with  the  man  to  get 
improvement.  When  you’re  convinced 
he  doesn’t  want  to  do  his  job,  he 
should  be  warned  and  if  he  doesn’t  im¬ 
prove  his  job  should  be  terminated. 
He  will  never  be  any  good  unless  he 
changes  in  his  attitude. 
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Portrait  of  a  Good  Supervisor.  Your 
goal  in  supervising  people  should  be 
to  achieve  this  picture  of  you  in  their 
minds: 

“When  it  comes  to  getting  a  job 
done,  he  ivon’t  stand  lor  any  foolish¬ 
ness;  he  wants  the  job  done  right.  .  .  . 
When  1  step  out  of  line,  he  knows 
it  and  wastes  no  time  in  telling  me 
privately  about  it.  When  I  do  a  good 
job,  he  knows  it  and  makes  a  special 
effort  to  tell  me.  ...  His  decisions  are 
fair.  In  decisions  that  vitally  affect  me, 
he  tells  me  the  reasons  for  the  deci¬ 
sions. 

“I  can  always  feel  free  to  talk  to 
him.  He  never  feels  that  my  sugges¬ 
tions  or  problems  are  foolish  or  unim¬ 
portant.  He  doesn’t  always  agree,  -but 
he  will  give  his  reasons  for  disagreeing. 
If  he  doesn’t  know  the  answer  to  a 
i|uestion  he  will  find  out  and  later  let 
me  know. 

“He  thinks  of  me  as  a  person  who 
also  has  ambitions,  frustrations,  prob¬ 
lems  and  a  family.  When  he  criticizes 
me,  he  doesn’t  do  it  for  pleasure  but 
to  help  me.  He  understands  I  am  try¬ 
ing  to  do  my  job  and  he  won’t  hold 
minor  mistakes  against  me,  but  will 
guide  me  when  something  has  gone 
wrong  and  I  need  help. 

“He  knows  there  are  different  kinds 
of  people.  If  I’m  a  sensitive,  conscien¬ 
tious  person  he  treats  me  with  consid¬ 
eration  in  |K)inting  out  my  errors.  He 
knows  he  doesn’t  have  to  harp  on  a 
problem  and  that  I  will  make  the 
necessary  corrections  with  little  prod¬ 
ding.  If  I’m  a  hard-skinned  typie  he 
gets  through  to  me  in  no  uncertain 
terms.  He  isn’t  overbearing,  but  when 
I  leave  his  presence  I  know  just  what’s 
expected  of  me  and  what  the  conse¬ 
quences  will  be  if  I  don’t  deliver. 

“When  I  first  came  under  his  super¬ 
vision  I  was  suspicious  of  the  way  he 
found  fault  with  my  work  and  the  way 
he  got  down  to  brass  tacks  in  telling 
me  of  my  personal  traits  that  caused 
these  errors.  I  thought  he  was  trying 
to  pin  something  on  me  and  might 
even  try  to  get  rid  of  me.  But  as  time 
went  on,  I  found  he  could  just  as  freely 
pass  out  compliments  for  a  job  well 
done.  I  now  know  that  he  tells  me 
exactly  where  I  stand  and  I  don’t 
wonder  any  more  if  he  is  thinking 
something  he  isn’t  telling  me.  As  a  re¬ 
sult,  I’ve  stopped  worrying  about  petty 
things  and  can  now  concentrate  on 


my  work.  I  know  that  I’ll  be  fairly 
treated  and  what  1  have  coming  to  me 
I’ll  get.’’ 

The  Guidance  Job.  In  handling  super¬ 
visory  problems  we  must  realize  that 
we  are  equally  obligated,  to  our  sub¬ 
ordinates  and  our  company,  to  both 
criticize  and  compliment  as  the  facts 
decree.  .\s  supervisors,  we  won’t  usual¬ 
ly  shrink  from  passing  out  a  compli¬ 
ment  or  recommending  an  increase, 
but  we  sometimes  find  it  extremely 
difficult  to  tell  a  man  something  we 
know  he  doesn’t  w’ant  to  hear. 

It  has  been  my  experience  that 
people  first  suspect  your  intentions 
when  you  counsel  them  factually  on 
their  weaknesses.  However,  as  time 
goes  on  and  you  have  convinced  them 
you  are  out  to  help  them  (and  that 
you  knew  more  about  them  than  they 
realized)  you  break  down  the  barriers 
and  the  protective  shell  is  cracked. 
Whether  we  realize  it  or  not,  we  all 
have  a  protective  shell  into  which  we 
like  to  withdraw  occasionally. 

Once  this  is  accomplished,  your  sub¬ 
ordinates  no  longer  feel  the  need  to 
hide  their  feelings  or  problems  from 
you.  They  w’ill  come  to  you  with  their 
problems,  and  discuss  their  failures 
and  achievements.  What  is  more  im¬ 
portant,  they  respect  you  and  believe 
you,  and, work  with  you  in  solving  de¬ 
partmental  problems.  When  this  is 
accomplished,  it  is  a  wonderful  climate 
in  which  to  create  favorable  “growing 
conditions’’  for  our  subordinates. 

Our  efforts  won’t  always  pay  off. 
People  are  different,  attitudes  and 
abilities  and  environments  are  differ¬ 
ent.  There  will  be  times  when  we  are 
terribly  frustrated  by  our  lack  of  suc¬ 
cess  in  solving  human  problems.  How¬ 
ever,  this  holds  true  for  other  problems 
we  face  in  our  work.  We  don’t  permit 
an  occasional  failure  in  those  other 
areas  to  discourage  us.  We  certainly 
shouldn’t  devote  less  effort  to  human 
problems  or  become  more  easily  dis¬ 
couraged  in  dealing  with  them. 

When  you  have  been  successful  in 
helping  a  person  to  improve  or  to 
overcome  a  problem,  you  will  experi¬ 
ence  deep  satisfaction  with  each 
thought  of  or  contact  with  that  indi¬ 
vidual.  Those  of  you  who  have  had 
this  experience  will  know  how  true 
this  is.  Those  who  haven’t  have  some¬ 
thing  to  look  forward  to. 


45 


CHRISTMAS  PLANNING 


How  to  Get  the  Most  Out  of 
Your  Christmas  Catalogue 


Advice  on  merchandise  selection,  art  work, 
copy  techniques,  and  mailing  procedures, 
and  some  information  about  production  methods 
and  production  costs,  from  a  well-known 
specialist  in  the  catalogue  field. 


By  Goldalie  Frank 

President,  Contempo  Advertising  Agency,  New  York 


The  (Christmas  catalogue  is  a  means 
by  which  you  can  solidify  your  re¬ 
lationship  with  old  customers,  bring 
new  customers  into  your  store  and  gain 
additional  volume  without  taking  any¬ 
thing  from  your  newspaper  advertising 
program.  It  implements  all  your  other 
advertising. 

The  store  without  a  Christmas  cata¬ 
logue  is  not  obtaining  its  true  share  of 
the  local  market.  Nor  is  it  securing 
the  volume-plus  from  distribution  of 
Christmas  catalogues  outside  the  regu¬ 
lar  shopping  area. 

Aside  from  the  obvious  bid  for  ad¬ 
ditional  volume,  the  Christmas  cata¬ 
logue  serves  several  other  important 
functions: 

I.  Merchandise  must  be  planned 
and  coordinated  months  ahead.  This 
places  the  buyers  in  the  Christmas 
nKKxl  well  in  advance  and  alerts 
merchandise  managers  to  the  proper 
Christmas  merchandise  program.  Re¬ 
ports  of  merchandise  from  your  New 
York  office  should  be  heeded  and, 
wherever  possible,  pre-tested  to  make 
certain  the  correct  items  are  selected. 
The  items  selected  for  the  catalogue 
are  the  basic  ones  around  which  to 


build  your  Christmas  volume. 

2.  A  closer  relationship  with  the 
New  York  office  preparing  a  Christmas 
catalogue  for  member  stores  can  be 
maintained.  The  New  York  office  buy¬ 
ers  and  merchandise  managers  do  a 
conscientious  job  of  selecting  items  for 
the  (Christmas  catalogue  and  welcome 
any  help  and  suggestions  from  individ¬ 
ual  store  buyers  and  managers.  This 
all  stimulates  pre-planning.  If  you  are 
preparing  your  own  catalogue,  enlist 
the  help  of  and  consider  reports  from 
your  New  York  office. 

.8  The  catalogue  also  helps  your 
c  ustomers  to  pre-plan  their  Christmas 
shopping.  The  buying  trend  in  recent 
years  has  been  to  visit  the  stores  during 
the  last  week  before  Christmas  to 
purchase  gifts.  Catalogue  items,  how¬ 
ever,  are  usually  sold  out  before  the 
last  shopping  week  before  Christmas, 
which  indicates  early  purchases  of 
illustrated  gifts.  The  catalogue  also 
helps  to  solve  parking  problems,  bad 
weather  conditions  and  any  other  de¬ 
terrents  that  may  keep  customers  from 
the  store. 

4.  Armchair  buying  by  mail  or 
’phone  is  an  accepted  custom.  One 


glance  at  the  huge  slice  of  retail  s;ilf< 
taken  by  mail-order  firms  readily  con 
firms  this.  Your  store  should  l)e  repre 
sented  in  this  armchair  sales  picture. 

5.  The  after-analysis  of  the  Christ 
mas  catalogue  items  is  a  gocxl  guide  to 
your  customer  requirements  and  your 
all-year  buying. 

It's  More  Than  a  Mailing.  The  Christ 
mas  catalogue  must  be  merchandised 
properly,  directed  to  the  proper  mail¬ 
ing  list,  tied  in  with  store  and  window 
displays  and  discussed  at  every  depart¬ 
ment  sales  meeting.  Every  salesperson 
in  the  store  should  study  the  catalogue 
and  have  it  available  when  customers 
come  in  to  buy  the  catalogue  items. 
The  catalogue  may  get  the  customer 
into  the  store,  but  the  salesperson  must 
carry  the  ball  from  there. 

The  proper  merchandising  is  very  ec 
sential.  Ciifts  selected  to  be  illustrated 
should  be,  for  the  most  part,  your  high 
volume-getting  items.  About  10  per 
cent  to  20  per  cent  of  the  items  should 
be  novelty  Christmas-type  selectioiK 
which  you  may  not  carry  all  year.  For 
instance,  last  year  Marshall  Field  in 
Chicago  and  Altman’s  in  New  York 
showed  in  their  catalogue  a  $.8.95  ru? 
in  red  with  “Merry  Christmas’’  woven 
in  white.  The  item  was  a  sellout  and 
“spiced  up’’  the  catalogue  to  encouragf 
other  sales  of  stock  items. 

The  bells  and  pixies  which  were 
the  Mercantile  Stores’  display  inotil 
last  Christmas  also  appeared  on  their 
catalogue  cover  and  were  priced  else 
where  in  the  .catalogue.  All  stock  was 
sold  out  long  before  the  last  week  ol 
Christmas  shopping. 

Generally  speaking,  the  price  lines 
selectetl  for  the  catalogue  should  be 
average  for  your  store.  Don’t  select  the 
lowest  end  items;  likewise  avoitl  the 
most  expensive.  Bergdorf  Goodman 
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xntout  a  Christmas  catalogue  for  the 
lot  time  last  year  and  was  surprised 
It  the  huge  mail-order  response.  Items 
jpjtl  by  mail  were  generally  not  the 
lowest-priced  gifts  shown. 

A  vital  consideration,  of  course,  is 
how  each  item  is  illustrated  in  the  cata- 
lopte.  After  25  years  of  producing  de- 
pirtment  store  and  buying  office  cata- 
lo^es,  1  am  convinced  there  is  no 
arbitrary  formula  for  art  work.  Some 
Items  show  up  best  when  photo- 
^phed,  others  should  be  carefully 
iketdied.  However,  one  certain  form¬ 
ula  to  follow  is  the  use  of  a  combina¬ 
tion  of  photos  and  art  to  achieve  the 
most  effective  illustrations.  Often  a 
photo  of  an  item  together  with  a 
ketch  of  the  object  in  use  will  be  most 
^laphic:. 

The  appearance  of  the  catalogue, 
[urticularly  the  cover,  should  reflect 
the  tvpe  of  audience  your  store  wishes 
to  reach.  1  f  you  serve  customers  who 
buv  top-(|uality  merchandise,  your 
caulogue  should  reflect  that  outlook; 
if  vour  store  generally  features  moder¬ 
ately-priced  merchandise,  you  may 
want  a  more  dramatic  approach.  And 
if  you  cater  to  a  price-conscious  audi¬ 
ence.  be  sure  your  catalogue  is  splashy 
and  written  in  a  promotional  style.  In 
categories,  color  should  be  used  as 
much  as  the  budget  permits.  Merchan¬ 
dise  shown  in  actual  colors  will  un¬ 
questionably  sell  more  effectively  than 
when  shown  in  black  and  white. 

word  about  copy.  Dramatic  or 
cccii  simple  captions  plus  clear,  con- 
ciw  and  accurate  merchandise  descrip¬ 
tions  are  all  that  are  necessary.  Cion-- 
fine  editorial  copy  to  one  or  tw'o  para- 
sii.iphs  on  the  opening  page.  However, 
all  store  services  should  be  clearly  ex¬ 
plained,  particularly  any  time-payment 
acilities.  Highlight  your  gift-wrap¬ 
ping  service  and  explain  how  the 
mail  and  ’phone  orders  are  efficiently 
handled.  Be  sure  your  order  blank  is 
understandable,  large  enough  to  be 
filled  out  legibly,  and  indicates  clearly 
how  to  compute  the  necessary  taxes. 

Vou  must  consider  your  mailing  list 
( iRfulfy.  Make  certain  that  it  is  kept 
up  to  date.  Where  available,  secure 
lists  of  likely  prospects  to  supplement 
your  own  customer  list.  Handling  the 
mailing  in  your  own  store  may  be 
more  costly  than  the  services  of  a  mail¬ 
ing  company.  Even  though  the  dollar- 
and-cents  cost  may  be  less,  the  disrup¬ 


tion  of  your  staff  and  the  necessary 
overtime  or  hiring  of  new  pteople  isn’t 
worth  it.  This  is  particularly  true  of 
catalogues  which  are  produced  in  some 
other  city  or  state.  The  postage  is  the 
same  and  all  you  save  is  the  cost  of 
shipping.  .Always  make  certain  to  alert 
your  local  |X)stniaster  when  the  cata¬ 
logues  are  scheduled  to  arrive  from  an¬ 
other  city. 

The  Production  Job.  You  need  not  be 
a  graphic  arts  production  expert  to 
have  your  own  opinions  about  what 
type  of  paper  and  printing  you  prefer. 
However,  you  must  be  guided  by  the 
comparative  costs  of  various  processes 
of  printing.  Here  are  several  things  to 
consider  when  planning  your  cata¬ 
logue. 

1.  Rotogravure-.  This  process  is 
most  effective  in  one  color,  two  colors 
or  full  color,  and  the  least  costly  for 
large  press  runs  without  any  type  or 
price  changes.  Very  costly  for  small 
runs. 

2.  Letterpress:  If  many  type  changes 
are  required,  this  is  the  most  economi¬ 
cal  process,  whether  the  press  run  is 
large  or  small.  This  process  requires 


slick  or  coated  paper  and,  with  good 
artwork,  insures  a  quality  job. 

Offset:  This  process  is  obtain¬ 
able  in  many  qualities.  A  simple  offset 
job  in  a  small  run  is  economical  and 
can  be  very  effective,  if  printed  on 
good  quality  paper.  Large  runs  in 
color  on  either  coated  or  offset  paper 
can  rival  the  finest  letterpress  print¬ 
ing.  In  offset,  more  than  any  other 
process,  you  get  what  you  pay  for.  The 
offset  printer  you  select  should  be 
highly  recommended  by  some  expert 
in  the  graphic  arts  field  or  screened  by 
someone  on  your  staff  who  is  qualified 
to  judge  good  printing. 

Remember  that  every  catalogue  you 
release  is  your  “silent  salesman.’’  It 
must  reflect  the  character  of  your 
company  and  present  your  sales  story 
quickly,  effectively  and  dramatically  to 
make  your  sales  thermometer  soar. 

Don’t  forget  this— how  it  succeeds 
depends  on  how  its  material  is  assem¬ 
bled  to  do  its  important  job.  The  task 
requires  whole-hearted  cooperation 
lietween  the  buying  staff  and  the  adver¬ 
tising  department  toward  the  common 
goal  of  selling  your  store  and  its  mer¬ 
chandise. 


Bferything 

’TIL  AUGUST  ^  ^ 

for  Equitable’s 
Completely  New 
shopping  bags 

Watch  for; 

"Soft-Grip  Handle"  and 
"Never-Touches- 
the-Ground" 

2  of  1 2  Distinctive 
Features 

^  IS 

Equitable 

PAPER  BAG  CO.,  INC. 

General  Officee  and  Northern  Bag  Plant: 
45-50  Van  Dam  Street,  Long  Island  City  1,  N.Y. 
PAPER  MILLS  AND  SOUTHERN  BAG  PLANT:  ORANGE,  TEXAS 
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Legal  Briefs 


By  James  J,  Bliss,  Counsel,  NRMA 


PTC*s  Pur  Act  Rulings  Upheld 

The  recent  decision  of  the  Supreme  Court  involving 
two  important  areas  of  the  Fur  Products  Labeling  Act 
deserves  the  careful  attention  of  all  retailers  carrying  fur 
lines.  The  high  court,  first  of  all,  upheld  the  Federal 
Trade  Commission  and  reversed  the  United  States  Court 
of  Appeals  in  deciding  that  the  Fur  Act’s  invoicing  require¬ 
ments  extend  to  retail  sales  slips. 

Sales  slips  have  been  a  fruitful  source  of  difficulty  under 
the  law.  This,  of  course,  is  attributable  in  many  cases  to 
the  lack  of  experience  or  haste  on  the  part  of  fur  depart¬ 
ment  personnel  in  filling  out  the  sales  invoice.  During  the 
past  five  years,  the  FTC  has  issued  137  complaints  involving 
“false  and  deceptive”  retail  invoicing.  Over  1 10  complaints 
of  this  character  are  pending  before  the  Commission  and 
another  92  retailers  have  voluntarily  agreed  to  discontinue 
erroneous  practices  of  this  type. 

The  law  requires  that  a  sales  slip  contain  (a)  the  name 
of  the  animal  that  produced  the  fur,  and  the  information 
where  applicable,  that  the  product  (b)  contains  used  fur, 
(c)  contains  bleached,  dyed,  or  otherwise  artifically  col¬ 
ored  fur,  (d)  is  composed  in  whole  or  substantial  part  of 
paws,  tails,  bellies,  or  waste  fur.  The  slip  must  also  show 
(e)  the  name  and  address  of  the  retailer  and  (f)  the 
country  of  origin  of  any  imported  furs. 

With  the  imprimatur  of  the  Supreme  Court  behind  it, 
the  FTC  can  be  expected  to  bear  down  hard  on  any 
deficiencies  relating  to  retail  invoicing. 

In  the  same  case,  the  Supreme  Court  sanctioned  the 
broad  scope  of  FTC  cease-and-desist  orders  directed  against 
Fur  Act  offenders.  According  to  the  judges,  the  Commis¬ 
sion  need  not  confine  its  orders  to  the  precise  violations 
found;  the  order  may  be  framed  to  include  all  disclosure 
retjuirements  set  in  Section  4  of  the  Fur  Act  (see  above). 
In  the  case  under  review,  the  FTC  order  was  directed 
against  all  six  requirements  although  the  evidence  clearly 
indicated  that  only  three  had  been  violated.  The  effect 
of  the  decision,  therefore,  is  to  place  the  retailer  in  a  posi¬ 
tion  of  l>eing  subject  to  penalties  for  failure  to  conform 
to  an  FTC  order  even  though  the  violation  may  have 
occurred  initially  after  the  FTC  order  became  effective. 

Pair  Trade  Bill  Okayed  by  House  Unit 

I'he  House  Interstate  and  Foreign  Commerce  Commit¬ 
tee  has  recommended,  with  amendments,  the  enactment 
of  H.  R.  1253,  sponsored  by  Congressman  Harris  (D.),  to 
provide  for  resale  price  maintenance  (“fair  trade”)  at  die 
federal  level.  The  bill  would  implement  the  fair  trade 


concept  by  amending  the  Federal  Trade  Commission  An 
to  permit  the  establishment  of  resale  prices  on  goods  mov¬ 
ing  in  interstate  commerce. 

At  present,  the  federal  anti-trust  laws  permit  the  states, 
if  they  wish,  to  enact  their  own  fair  trade  laws.  Many  o( 
these  laws,  however,  have  been  invalidated  by  the  state 
courts.  Twenty-one  states  do  not  have  fair  trade  laws:  in 
13  others  the  statutes  are  still  to  be  tested. 

Fair  trade  proponents  feel  that  only  a  federal  law  uni¬ 
formly  applicable  to  all  states  can  make  resale  price  main¬ 
tenance  effective. 

Passage  of  the  Harris  bill  at  this  session  of  Congms 
seems  unlikely. 

Sunday  Closing  Bill  Passed  in  New  Jersey 

Having  been  frustrated  in  their  initial  attempt  to  enact 
Sunday  closing  laws,  the  legislature  of  New  Jersey  has 
passed  a  bill  which  would  permit  each  county  in  the  state 
to  put  the  Sunday  closing  issue  up  to  the  local  voters,  li 
five  per  cent  of  the  county’s  electorate  request  it.  the 
Sunday  question  goes  on  the  ballot  at  the  next  election 
in  November. 

Pinal  Rules  on  Textile  Labeling  Bill 

As  we  go  to  press,  the  Federal  Trade  Commission  ha* 
issued  final  regulations  to  implement  the  Textile  Fibe 
Identification  .\ct  which  becomes  effective  next  March  3rd 
The  rules  incorporate  many  of  the  suggestions  advance*! 
by  NRMA.  A  detailed  explanation  of  the  rules  will  apjrear 
in  forthcoming  NRMA  publications. 

Bills  to  Extend  "Gellman"  Rule  to  Retailers 

Congressman  Martin  (R.)  has  introduced  H.  R.  6828  id 
extend  the  “Gellman”  rule  to  sales  by  retailers.  Identica: 
bills  have  been  sponsored  by  Congressman  Forand  (D 
and  Simpson  (R-).  Stores  will  recall  that  the  Gellman  cax 
held  that  bulk  sales  by  wholesalers  to  clubs,  industria: 
organizations,  etc.,  were  exempt  from  the  retailers’  excise 
tax.  The  Internal  Revenue  Service,  however,  contends  thai 
the  exemption  does  not  apply  to  similar  sales  by  retailerc 
The  enactment  of  this  bill.  Rep.  Martin  noted,  will  pui 
the  retailer  on  an  equal  footing  with  wholesalers  in  conv 
peting  for  the  bulk  sale  business.  Meanwhile,  Secretary  oi 
the  Treasury  .Anderson  has  asked  Congress  to  eliminate  the 
Ciellinan  exemption  altogether.  Under  the  Treasury  pi 
posal  all  sales  “for  purposes  other  than  resale”  w'oultl  1 
sidjject  to  the  retailers’  excise  tax. 
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Tax  Deductions  and  Leases 

The  iiu  leased  interest  shown  in  the 
leasing  of  property  by  the  business 
community  has  prompted  the  Internal 
Revenue  Service  to  issue  a  special  re¬ 
lease  outlining  the  tax  status  of  lease 
payments.  Retailers  who  are  interest¬ 
ed  in  leasing  fixtures,  autos  or  other 
equipment  will  wish  to  study  these 
rules  with  care. 

IRS  pointed  out  that  auto  or  truck 
lease  payments,  for  example,  are  de¬ 
ductible  from  income  only  if  directly 
attributable  to  the  operation  of  the 
business.  No  lease  payments  are  de¬ 
ductible,  the  Service  said,  to  the  extent 
they  represent  personal  use  by  the  tax¬ 
payer. 

The  Treasury  will  disallow  all  “so- 
called  lease  expenses”  which,  in  fact, 
constitute  payments  toward  the  pur¬ 
chase  price  of  equipment.  And  IRS 
added,  lease  payments  arranged  so  as 
to  constitute  advance  rentals  will  be 
apportioned  over  the  rent  period. 

Design  Piracy  BUI 

A  bill  (  S.  2075)  to  broaden  the  pro¬ 
tection  accorded  owners  of  fabric  de¬ 
signs  and  other  “works  of  art,”  has 
been  introduced  in  the  Senate  under 
the  joint  sponsorship  of  Senators 
O’Mahoney  (D.  Wyo.),  Hart  (D. 
Mich.)  and  Wiley  (R.  Wis.). 

The  gist  of  the  bill  is  a  provision 
which  states  that  an  “unauthorized 
copying”  includes  the  “.  .  .  original 
elements  of  a  useful  article  that  are 
intended  to  give  the  article  an  orna¬ 
mental  appearance  ...”  A  “useful  arti¬ 
cle”  is  defined  as  “one  normally  having 
an  intrinsic  function  other  than  mere¬ 
ly  to  portray  its  own  appearance  or  to 
convey  information.”  Infringement  of 
design  would  occur  under  S.  2075 
when  “making,  having  made  or  im¬ 
ported  for  sale  or  use  in  trade”  an 
article  copying  the  design  without  the 
owner’s  consent. 

Of  significance  to  retailers  is  a  pro¬ 
vision  that  a  sale  of  an  article  incor¬ 
porating  a  copy  of  the  design  does  not 
constitute  an  infringement  unless  the 
seller  collaborated  w’ith  a  manufac¬ 
turer  to  make  or  import  an  article 
which  embodies  the  protected  design. 
The  bill  expressly  states,  however,  that 
the  mere  purchase  or  placing  of  an 
order  in  the  regular  course  of  busi¬ 
ness  does  not  constitute  collusion. 
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How  to  improve  your  profit 
picture  with  Liberty  Mutual’s 

PlDtection 

in  depth 


The  amount  you  pay  for  your  compensation  insurance 
depends,  to  a  great  extent,  on  the  number  of  accidents 
and  losses  you  have.  At  Liberty  Mutual,  we  can  help 
you  prevent  accidents  and  loss  by  making  available  a 
wide  range  of  extra  skills  and  services. 

We  call  this  protection  in  depth.  It  includes  two  re¬ 
habilitation  centers  where  badly  injured  employees  of 
policyholders  come  to  help  themselves  recover  and  return 
to  work  ...  a  direct  claims  service  ...  a  research  cen¬ 
ter  where  policyholders’  extra-tough  problems  are  solved. 
(Example:  we  developed  a  “slip  tester”  for  accurately 
measuring  the  slipperiness  of  department-store  floors.) 

With  profits  being  squeezed  as  never  before,  today’s 
store  owner  must  take  a  new  and  careful  look  at  his  ex¬ 
penses.  We  believe  Liberty’s  protection-in-depth  services 
can  lead  to  considerable  improvement  in  your  profit  pic¬ 
ture.  For  more  details,  write  or  phone  our  nearest  branch 
office  or  our  home  office  in  Boston. 


LIBERTY  MUTUAL  INSURANCE  COMPANY  .  LIBERTY  MUTUAL  FIRE  INSURANCE  COMPANY 
HOME  OFFICE;  175  Berkeley  St..  Boston  17.  Mass 
Types  of  insurance:  Workmen's  Compensation,  Liability.  Group 
Accident  and  Health.  Automobile,  Fire,  Inland  Marine.  Crime,  Homaoemers' 


Lioolc  for  more  from 


UBERTY  MUTUAL 

...  tAc  company  that  stands  by  you 


I 


NRMA  Month 


New  C.  C.  Chairman.  Herbert  Schacht- 
schneider,  treasurer  of  Ed.  Schuster  8c 
Co.,  Inc.,  was  elected  chairman  of 
the  Controllers’  Congress  during  the 

C.  C.  convention  held  in  Detroit  last 
month.  Harry  W.  Krotz,  Jr.,  treasurer 
of  f.  VV.  Robinson  Co.,  Los  Angeles, 
was  elected  first  vice  chairman,  and 
Saul  D.  Kass,  controller  of  Harzfelds, 
Inc.,  Kansas  City,  was  elected  second 
vice  chairman.  C.  Robert  McBrier, 
vice  president  and  treasurer  of  Wood¬ 
ward  8<:  l>othrop,  Inc.,  Washington, 

D.  C.,  was  re-elected  secretary-treasurer. 


Retail  Exemption  Crisis.  An  NRMA 
bulletin  to  members  early  this  month 
warned  that  a  Senate  vote  may  come 
at  any  time  on  S.  1406,  the  bill  to  elim¬ 
inate  the  retail  exemption  for  large 
stores  and  to  raise  the  minimum  wage 
to  SI. 25.  .Members  were  urged  to  in¬ 
form  their  Senators  of  the  reasons  why 
small  stores  as  well  as  large  oppose 
this  legislation. 

NRM.\  director  George  H.  Kimball, 
president  of  Kimball’s,  Portsmouth, 
\.  H.,  appeared  before  a  Senate  Labor 
subcommittee  last  month  to  voice  the 
.Association’s  op(x>sition  to  any  legis¬ 
lation  designed  to  eliminate  or  amend 
the  existing  retail  exemption  from  the 
Fair  Labor  Standards  Act.  Besides  re- 
|>eating  the  argument  that  minimum 
wage  regulation  for  retailing  is  proper¬ 
ly  a  matter  for  state  and  local  action, 
he  decried  the  propnisals  to  bring  part 
of  the  industry  under  coverage  and 
leave  others  exempt.  He  said: 

“.Any  such  division  of  the  trade 
would  not  only  discriminate  against 
the  larger  employer  but  seriously  in¬ 
jure  the  smaller  employer,  intended  to 
l)e  exempt.  I'he  small  employer  must 
compete  in  the  same  labor  market  as 
the  larger  store.  He  must  be  comj>eti- 
tive  both  as  to  hours  of  work  and 
wages  offered  to  obtain  the  qualified 
help  he  needs.  If  he  is  not,  the  smaller 
employer  will  attract  only  sub-standard 
employees.  Such  division  of  retailing 
would  have  the  effect  of  making  large 
stores  larger  and  eliminating  many 
smaller  retailers.” 


Marie  Learock,  NRAAA's  office  mana¬ 
ger,  retired  last  month  after  nearly  40 
years  on  the  Association  staff.  She 
came  to  the  NRMA  in  1920,  after  a 
brief  career  in  the  theatre  and  motion 
pictures.  During  her  years  with  the 
Association,  her  responsibilities  grew 
as  the  staff  grew,  from  a  dozen  people 
in  1920  to  a  hundred  in  1959.  She 
was  in  charge  of  delegates'  registra¬ 
tion  at  40  annual  conventions,  and 
this  job  too  grew  to  be  an  enormous 
one.  There  were  500  people  at  the 
1920  convention;  this  year  there  were 
5,000.  Miss  Learock  has  warm  friends 
among  retailers  in  every  part  of  the 
country,  and  her  retirement  brought 
many  messages  of  affection  and  good 
wishes.  The  NRMA  staff  gave  a  recep¬ 
tion  in  her  honor  on  May  28th.  She 
will  be  succeeded  as  office  manager 
by  Miss  Martha  Oliver. 


Branch  Store  Accounting.  A  new  com¬ 
mittee  to  develop  uniform  methotls  of 
exjxjnse  accounting  for  branch  stores 
has  been  created  by  the  Controllers’ 
Congress.  Albert  H.  Kindler,  of  the 
G.  M.  McKelvey  Company,  outgoing 
chairman  of  the  Congress,  announced 
last  month  that  the  new  committee 
will  develop  a  branch  store  accounting 
manual.  William  S.  Darrow  of  City 
Stores  Mercantile  Company  is  chair¬ 
man  of  the  new  committee,  and  the 
other  members  are: 

Milton  P.  Brown,  Harvard  Gradu¬ 
ate  School  of  Business  Administration: 
Harris  Cohen,  Martin’s,  Brooklyn, 
N.  Y.:  Leonard  Hobert,  Gimbel’s,  Mil¬ 
waukee:  Kenneth  P.  Mages,  Touche, 
Niven,  Bailey  &  Smart:  Eleanor  May, 
Harvard  Graduate  School  of  Business 
.Administration:  Richard  McEw’en, 
McCairdy  &  Co.:  John  McMullen, 
Charles  .A.  Stevens  Co.:  Walter  E. 
Reitz.  Jr.,  The  Hecht  Co.:  George 


Troutt,  .Associated  Dry  Goods  Corp.; 
Henry  K.  Wallstrom,  The  J.  L.  Hud¬ 
son  Company,  and  William  J.  Wallis, 
L.  Bamberger  8c  Co. 


Careers  Committee  Plans.  The  Stu¬ 
dent  Marketing  Institute’s  award  to 
NRMA  for  its  1958  Careers  in  Retail¬ 
ing  campaign  was  presented  last  month 
at  the  Institute’s  Student  Market  Clin¬ 
ic.  Earlier,  the  careers  program  received 
an  association  achievement  award  from 
the  Chamber  of  Commerce  of  the 
United  States.  This  was  presented  to 
NRMA’s  Executive  Committee  chair¬ 
man,  A.  C.  Thompson  of  Miller  & 
Rhoads,  at  the  Chamber’s  47th  annual 
meeting  in  Washington.  Stephen  K. 
Small,  secretary  to  the  Committee  and 
NRMA  public  relations  director,  an¬ 
nounced  that  the  second  Careers  Week 
will  be  held  October  11th  to  17th 
this  year.  New  materials  will  be  avail¬ 
able  within  the  next  month  or  two, 
but  the  Committee  can  supply  basic 
planning  kits  and  other  tools  right 


Careers  Week  Award 

XRMA’s  Stephen  K.  Small  re¬ 
ceives  the  Student  Marketing 
Institute’s  award  for  last  year’s 
Careers  in  Retailing  promo¬ 
tion  from  Selig  Cohen,  vice 
president  of  the  Institute. 
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Management  Matters 


lished  by  the  Smaller  Stores  Division, 
tells  how  to  meet  discount  competition, 
how  to  provide  for  continuity  of  fam¬ 
ily  ownership,  how  to  build  fashion 
volume  with  imports,  how  to  form 
cooperative  merchandising  groups. 
(Price:  to  NRMA  members  $2.75;  to 
non-retailers,  $5.00;  to  non-member 
retailers,  $7.50.)  Includes  speeches  from 
the  January  1959  convention. 

Proceedings  of  the  New  Orleans  Re¬ 
tail  Clinic,  held  in  April,  are  available 
in  transcript  form.  This  includes  ad¬ 
dresses  on  sales  training,  consumer  mo¬ 
tivation,  inventory  shortages,  down¬ 
town  development,  customer  services 
and  electronics  in  retailing.  (Price: 
$2.50.) 

Proceedings  of  the  Downtown  De¬ 
velopment  Conference,  held  in  Kansas 
City  in  April,  will  soon  be  ready.  The 
transcript  includes  six  talks  covering 
downtown  renewal  in  general  and,  in 
particular,  the  vigorous  and  successful 
Kansas  City  attack  on  the  problems  of 
traffic,  downtown  housing  and  the  ex¬ 
pansion  of  downtown  business.  (Price: 
$2.50.) 


away  to  communities  that  want  to  get 
their  programs  laid  out  early. 


British  Study  Team.  Ten  young  repre¬ 
sentatives  of  British  manufacturers  ar¬ 
rived  in  the  U.  S.  last  month  for  a  10- 
week  study  of  what  American  custom¬ 
ers  want.  They  are  now  doing  market 
research  across  the  sales  counters  of 
seven  U.  S.  and  Canadian  department 
stores. 

The  group  is  the  first  to  come  here 
in  response  to  a  challenging  invitation 
issued  last  December  by  Joseph  P. 
Kasper,  president  of  the  Associated 
Merchandising  Corporation.  Speaking 
before  the  Dollar  Exports  Council, 
Mr.  Kasper  said  that  the  reason  Brit¬ 
ish  manufacturers  have  been  losing 
ground  in  the  American  market  is  that 
they  have  not  kept  themselves  up  to 
date  on  American  modes  of  living. 

He  proposed  that  teams  of  young 
British  designers,  technicians  and  pro¬ 
motion  people  be  sent  into  American 
stores.  In  that  contact  with  the  Ameri¬ 
can  customer,  he  said,  they  “would 
learn  swiftly  and  surely  what  is  wrong 


Fobric  Labeling  Rules.  F.T.C.  Rules 
spelling  out  the  terms  of  compliance 
with  the  Textile  Fiber  Products  Iden¬ 
tification  .\ct  were  issued  on  June  1st. 
The  NRMA  Technical  Committee  is 
studying  them,  and  will  prepare  a 
guide  for  retailers.  The  law  becomes 
effective  .March  3rd,  1960.  Compliance 
will  require  retail  management’s  atten¬ 
tion  to  a  host  of  details.  Fortunately, 
the  NRM.\  succeeded,  in  early  di.scus- 
sions  with  F.T.C.  administrators,  in 
getting  some  proposed  requirements 
eliminated  that  would  have  been  even 
more  burdensome. 


Krtsge  Joins  NRMA.  The  S.  S.  Kresge 
Co.,  with  more  than  700  stores  in  the 
U.  S.  and  Canada,  became  a  member 
of  the  NRMA  last  month.  The  chain’s 
annual  volume  is  close  to  $400  million. 
Harry  B.  Cunningham,  newly  appoint¬ 
ed  president  of  the  company,  said  that 
its  present  merchandising  program,  far 
removed  from  the  original  variety 
store  base,  calls  for  NRMA  member¬ 
ship.  The  same  decision,  and  for  the 
same  reason,  has  been  taken  in  the  past 
few  years  by  the  Newberry  and  Wool- 
worth  chains. 


Ntw  Staff  Member.  Richard  Wood 
Averill  has  joined  the  staff  of  the 
Washington,  D.  C.,  office  as  assistant 
to  John  C.  Hazen.  the  .Association’s 
vice  president  for  government  affairs. 
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NRMA  Publications.  The  1959  edition 
of  the  Departmental  Merchandising 
AND  Operating  Results  (of  1958)  will 
be  published  by  the  Controllers’  Con¬ 
gress  this  month.  A  new  Department¬ 
al  .Merchandise  Content  Manual 
has  also  been  completed.  It  contains 
the  revised  names,  numbers  and  mer¬ 
chandise  composition  for  the  over  150 
departments  reported  on  in  the  1959 
MOR. 

Merchandising  the  Operating  Dol 
lar,  published  by  the  Store  Manage¬ 
ment  Group,  contains  275  expense  cut¬ 
ting  ideas  covering  all  areas  of  store 
operation. 

(Price:  to  NRMA  members  $4;  to 
non-members  $7.)  Includes  discussions 
on  expense-savers  at  the  January  1959 
NRMA  convention. 

Problems  of  Smaller  Stores,  pub- 
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British  Will  Study  Amurican  Wants 

Ten  young  men  from  England,  Scotland  and  Northern  Ireland 
are  now  learning  about  American  customers’  preferences  by 
working  and  studying  in  U.  S.  and  Canadian  department  stores. 
.411  are  employed  in  selling,  designing,  production  and  promo¬ 
tion  jobs  with  British  manufacturers.  They  are:  James  G. 
Hamilton,  IVm.  Hollins  &  Co.,  Ltd.;  Alastair  G.  MacLean, 
Courtaulds,  Ltd.;  Leonard  J.  Bichard,  Samuel  Courtauld  ir  Co., 
Ltd.;  Michael  F.  IVeingott,  Fassbender  and  Evens,  Ltd.;  Ian  R. 
Huntly,  Veter  Scott  &  Co.,  Ltd.;  Iain  T.  Carruthers,  Pringle 
of  Scotland,  Ltd.;  Robert  I.  Stoupe,  William  Ewart  &  Son,  Ltd.; 
Mark  M.  Lewis,  Morton,  Sundour  Fabrics,  Ltd.;  Charles  A. 
Mudie,  Rowntree  ir  Co.,  and  George  R.  Pickup,  Simpson  i? 
Godlee,  Ltd. 


with  British  wares  and  British  packag¬ 
ing  designed  for  export  to  America.” 
He  urged  especially  that  the  teams  be 
made  up  of  young  people  at  the 
“working  level”  rather  than  top  man¬ 
agement  executives. 

The  British  Dollar  Exports  Council 
accepted  the  challenge  and  set  about 
recruiting  the  first  team.  In  the  U.  S. 
Mr.  Kasper  placed  his  idea  before  the 
AMC  stores  and  a  few  others,  receiving 
an  almost  unanimously  enthusiastic 
response. 

The  seven  stores  in  which  the  first 
team  of  young  Britishers  are  now 
working  are:  Hutzler  Bros.,  Baltimore; 
Bloom ingdale’s.  New  York;  The  J.  L. 
Hudson  Co.,  Detroit;  Hudson’s  Bay 
Co.,  Vancouver;  Saks-Fifth  Avenue, 
New  York;  B.  Altman  &  Co.,  New 
York,  and  Carson  Pirie  Scott  &  Co., 
Chicago.  Fifteen  other  stores  have  vol¬ 
unteered  to  be  hosts. 

The  training  team  began  its  Ameri¬ 
can  visit  with  a  two-day  briefing  at  the 
AMC  offices  early  last  month,  then 
split  up  to  go  to  the  various  stores. 


Each  member  of  the  team  was  assigned 
to  a  merchandise  department  in  his 
company’s  field  of  interest,  and  spent 
his  first  week  studying  merchandise 
and  merchandising  under  the  guid¬ 
ance  of  the  merchandise  manager  and 
buyer.  For  the  next  three  weeks  the 
schedule  called  for  full-time  selling  in 
the  department,  with  periods  of  indoc¬ 
trination  and  discussion. 

During  the  second  half  of  the  10- 
week  period,  the  visitors  will  average 
two  days  a  week  selling,  and  spend 
the  rest  of  the  week  shopping  other 
stores,  making  market  trips  with  buy¬ 
ers  and  studying  marking,  invoicing, 
packaging,  and  customs  procedures, 
and  department  store  advertising  and 
research  methods.  Besides  this,  they 
will  visit  chain  stores,  super  markets, 
specialty  stores,  advertising  agencies 
and  packaging  specialists.  Arrange¬ 
ments  have  been  made  for  them  to  live 
in  and  visit  homes  typical  of  several 
,\merican  styles  of  living.  They  will 
return  to  England  on  July  12th. 

At  a  press  conference  held  on  the 


day  the  team  arrived  in  New  York, 
Mr.  Kasper  repeated  his  hope  that 
this  on-the-selling-line  research  will 
help  to  boost  American  buying  of 
British  goods  to  three  or  four  times  its 
present  level.  British  workmanship 
and  quality  are  resf>ected  here,  he  said: 
but  British  manufacturers  have  failed 
to  keep  pace  with  changes  in  Ameri¬ 
can  fashion.  One  young  member  of 
the  visitors’  group  said  he  believed 
that  product  and  packaging  changes 
to  meet  the  American  demand  would 
help  British  manufacturers  at  home  as 
well  as  abroad.  “At  home  too,”  he 
said,  “fashion  desires  are  changing 
rapidly  and  we’ve  been  slow  in  filling 
our  own  marketing  needs.” 


Management  Excellence.  The  follow¬ 
ing  retail  companies  were  cited  as 
“excellently  managed”  by  the  Ameri¬ 
can  Institute  of  Management  last 
month:  City  Stores  Company,  The  T. 
Eaton  Co.,  Ltd.,  Federated  Depart¬ 
ment  Stores,  Inc.,  W.  T.  Grant  Com¬ 
pany,  Hudson’s  Bay  Company,  S.  S. 


Hess  Will  Buy  in  Ethiopia 

Max  Hess,  president  of  Hess  Brothers,  Allentown,  Pa.,  is  Si  n 
“The  Story  of  Solomon  and  Sheba,”  a  painting  in  44  sequence 
panels,  by  Harageweyn  Abebe  of  Harrar,  Ethiopia,  at  the 
World  Trade  Fair  held  in  the  New  York  Coliseum  last  month. 
The  painting  was  made  by  boys  and  girls  in  the  Empress’s 
Handicraft  School  in  Ethiopia.  Hess  announced  that  he  will 
send  a  buyitig  team  to  Ethiopia  and  other  African  countries  to 
bring  back  unusual  African  art  and  manufactured  objects. 
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krnge  Company,  Lane  Bryant,  Inc., 
The  May  Department  Stores  Company, 
Neiman-Marcus  Company,  J.  C.  Pen¬ 
ney  Company,  Rich’s,  Inc.,  and  Sears, 
Roebuck  &  Co.  The  citations  are  based 
on  a  point  system  of  appraisal  in  10 
ley  management  functions.  The  com¬ 
panies  cited  scored  more  than  7,500 
points  for  excellence  out  of  a  possi¬ 
ble  10,000. 

Associated  Market  Offices.  New  offices 
of  .Associated  Dry  Goods  Corporation 
were  officially  opened  at  417  Fifth  Ave¬ 
nue,  New  York,  late  in  April.  They 
cover  an  area  of  nearly  18,000  square 
feet  and  include  the  headquarters  of 
a  new  central  market  division  for  all 
10  stores  in  the  Associated  group. 
There  are  22  market  representatives 
in  the  division,  which  is  headed  by 
Gardner  B.  Mackinnon.  A  year-round 
average  of  45  out-of-town  buyers  from 
the  stores  of  Associated  visit  the  New 
York  office  every  day;  this  month  the 
daily  figure  is  nearer  300. 

Robert  |.  McKim,  who  was  elected 
chairman  of  the  board  of  Associated 
last  month,  said:  “The  advantages  the 
new  market  division  offers  our  stores 
will  be  equaled  by  its  value  for  our 
manufacturers  and  their  salesmen. 
They  can  now  come  to  one  central 
location  in  the  heart  of  Manhattan’s 
fashion  center  on  Fifth  Avenue  and 
present  their  merchandise  and  ideas 
to  the  entire  Associated  Dry  Goods 
group.’’ 

Mr.  McKim,  who  remains  chief  ex¬ 
ecutive  officer  of  Associated,  will  be 
succeeded  as  president  next  month  by 
Lewis  P.  Seiler,  president  of  the  Stew¬ 
art  Dry  Gcx)ds  Company,  Louisville, 
Kentucky. 

Federated's  Suburban  Growth.  Sub¬ 
urban  branches  did  25  per  cent  of 
Federated  Stores  volume  last  year, 
Ralph  Lazarus  told  an  ACTION  con¬ 
ference  held  in  Newark,  N.  J.,  last 
month.  He  said: 

“The  downtown  stores  that  we  op¬ 
erated  in  1946  in  Boston,  New  York, 
Brooklyn,  Cincinnati,  Columbus  and 
Houston  did  54  p>er  cent  more  busi¬ 
ness  last  year  than  they  did  12  years 
ago;  if  these  sales  figures  are  adjusted 
for  the  change  in  price  level,  their  in- 
rrease  in  business  during  these  years 
was  21  per  cent.  However,  the  portion 
of  our  business  transacted  in  the  sub¬ 


urbs  has  grown  much  faster.  In  1946, 
about  three  per  cent  of  our  sales  were 
through  suburban  branches.  Last  year 
our  suburban  branches  accounted  for 
almost  25  per  cent  of  our  sales,  an 
eight-fold  growth  in  12  years.’’ 

Federated’s  president  stressed  three 
obligations  of  business  leaders  in  deal¬ 
ing  with  metropolitan  problems: 

“We  should  up-date,  in  both  con¬ 
tent  and  method,  the  economic  studies 
that  are,  or  should  be,  the  foundation 
for  metropolitan  planning. 

“Business  leaders,  along  with  other 
community  leaders,  must  accept  a  s|je- 


cial  responsibility  for  seeing  that  stud¬ 
ies  and  plans  are  actually  implement¬ 
ed.  In  doing  so,  business  leaders  must 
recognize  that  they  can  work  only  with 
and  through  public  officials. 

“We  should  all  strive  to  have  what 
many  cities  have  already  developed: 
a  mechanism  for  more  effective  cooper¬ 
ation  between  community  leaders  and 
public  officials.” 

Publications.  How  to  Index  Your 
Microfilm  Records,  published  by  Re- 
cordak  Corporation,  a  subsidiary  of 
Eastman  Kodak  Co.,  contains  illus- 


make  sure 

that  your  toy  department  is 
diversified  and  complete. 

Sources  of  Supply 

of  products  from  more  than  20  countries 
ore  listed  in  the  current  copy  (Spring  59)  of 

IMPORTED  TOYS 

your  guide  to  the  importers  in  the  fields  of 

*  toys,  dolK,  games  and  novelties  * 

*  ornaments,  decorations  and  artificial  flowers  * 

*  bicycles,  hobby  items  and  sporting  goods  * 

*  juvenile  furniture  and  * 

*  related  houseware  and  hardware  articles  * 


To  obtain  your 
free  copy  of 
IMPORTED  TOYS 
fill  out  and 
mail  the 

attached  coupon. 


ADVANCE  NOTICE 


INTERNATIONAL  TRADE  SHOWS 
545  Fifth  Avcnu*,  New  York  17,  N.  Y. 

Pleoie  moil  a  free  copy  of  IMPORTED  TOYS  to; 


Company 


THE  10th  INTERNATIONAl  TOY  AND  TRADE  FAIR 

will  be  held  at  the  Hotel  Stotler  Hilton  in  New  York  City 
March  6-11,  1960 
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trations  and  explanatory  diagrams. 
Free  from  Recordak  Advertising  De¬ 
partment,  Wanamaker  Place,  New 
York  3. 

The  history  of  the  Association  of 
Army  and  Navy  Stores,  Inc.,  is  related 
in  a  research  paper  called  The  Rise 
AND  Fall  of  a  Buying  Club,  by  Stan¬ 
ley  Hollander,  associate  professor.  De¬ 
partment  of  Marketing,  Michigan  State 
University.  It  can  be  purchased  for  50 
cents  from  the  Bureau  of  Business  and 
Economic  Research,  Michigan  State 
University,  East  Lansing,  Mich. 

Economic  Lessons  of  Postwar  Re¬ 
cessions  by  the  Committee  on  Econom¬ 
ic  Policy  of  the  Chamber  of  Commerce 
of  the  U.  S.,  discusses  the  question: 
What  have  we  learned  from  the  down¬ 
turns  of  1948-49,  1953-54  and  1957-58 
about  making  our  economy  depression- 
proof,  if  not  recession-proof?  Given 
particular  attention  is  the  role  of  the 
Federal  Reserve  System  in  regulating 
credit.  It  is  available  at  50  cents  for 
single  copies,  reduced  prices  for  bulk 
orders.  Address:  1615  H  St.,  N.  W., 
Washington  6,  D.  C. 


New  Equipment.  The  first  machine 
that  business  firms  can  use  to  sort  di¬ 
rect  mail  pieces  into  the  geographical 
breakdowns  required  by  bulk  mail  reg¬ 
ulations  will  go  into  prcxluction  late 
this  summer. 


Called  “Keytronic,”  it 
is  to  be  manufactured  by  Universal 
Business  Machines,  Columbia,  S.  C 
Universal  developed  the  machine  in 
cooperation  with  Circulation  .Associ¬ 
ates,  New'  York  lettershop. 

The  Keytronic  has  44  bins  with  an 
average  capacity  of  180  mctiling  pieces. 
Mail  is  placed  in  a  feeding  trough.  An 


Lane  Bryant  Honored.  Lane  Bryant, 
Inc.,  and  its  public  relations  director, 
Jerome  E.  Klein,  received  an  American 
Public  Relations  Association  award 
last  month  for  having  a  top  retail  pub¬ 
lic  relations  program.  The  company 
w’as  cited  in  particular  for  its  program 
of  awards  to  volunteers  who  work  for 
community  Ijetterment. 


Right:  Minimum  of  fixture,  maximum  of  merchandise  in  new 
Tie-Tie  seasonal  unit.  Below:  camera  department  units  from 
Bultnan  Corporation  of  Grand  Rapids. 
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operator  reads  its  address  code  and 
punches  a  typewriter-like  keyboard  to 
,end  piece  into  a  desired  bin. 
I(  jj  possible  to  make  1,936  separations 
in  two  passes  of  the  mailing  through 
ihe  machine.  The  average  clerk  can 
^t  6, (KM)  pieces  per  hour  with  the 
machine,  compared  to  approximately 
1,000  pieces  per  hour  when  sorting  is 
done  by  hand.  A  10-foot  long  machine, 
mounted  on  rolling  casters,  Keytronic 
will  be  made  in  several  models  to 
handle  mailing  pieces  ranging  in  size 
(rom  21/2  X  3  inches  to  1 1 x  12  inches. 

Eastman  Kodak  has  a  new  Verifax 
Book  Copier,  specially  designed  to  give 
complete-page  copies,  right  down  to 
the  binding,  from  books  and  maga¬ 
zines.  The  book  is  supported  during 
the  exposure  so  that  there  is  no  dam¬ 
age  to  the  binding.  The  unit  is  port¬ 
able  (13  pounds)  and  has  a  carrying 
case. 


tional  Fire  protection  AsscKiation  re¬ 
port,  covering  the  U.  S.  and  Canada. 
These  fires  can  be  avoided  through 
proper  design  of  buildings  and  through 
use  of  protection  equipment  like  au¬ 
tomatic  sprinklers  and  alarm  systems, 
the  Association  said.  Its  report  also 
included  the  following  data: 

The  previous  high  was  in  1957  when 
58  major  fires  caused  losses  totaling 
$26,125,000.  In  1958,  81  (70  in  the 
U.  S.  and  1 1  in  Canada)  suffered  “large 
loss”  fires— i.e.,  those  with  individual 
losses  of  $250  thousand  or  more.  These 
fires  caused  nine  deaths  and  injured 
289  people. 


Carpet  Merchandising.  At  its  May 

meeting,  the  Retail  Advisory  Council 
of  the  American  Carpet  Institute  pro¬ 
duced  the  following  recommendations 
for  the  promotion,  selling  and  stand¬ 
ard  manufacture  of  carpets: 

The  industry  should  set  minimum 
standards  or  graded  standards  for  car- 
Ijet  backed  up  by  an  American  Carpet 
Institute  seal  and  a  program  for  edu¬ 
cating  consumers  and  retailers  about 
the  standards  and  the  seal.  Carpet 
makers  should  thoroughly  pre-test 
all  goods.  Fiber  producers  and  car¬ 
pet  manufacturers  should  give  more 
“honest”  product  information  to  re¬ 
tailers. 

The  Car|jet  Institute  should  set  up 
a  national  industrywide  consumer  ad 
program,  principally  through  major 
network  TV  and  supplemented  by 
national  magazine  space.  The  industry 
should  increase  its  consumer  advertis¬ 
ing  and  should  promote  package  pric¬ 
ing,  trade-ins  and  credit  terms.  Retail 
advertising  should  be  improved  in 
quality. 

Retail  store  management  should 
take  the  responsibility  for  better  train- 


Chicago  International.  The  Chicago 
International  Trade  Fair,  sponsored 
by  the  Chicago  Association  of  Com¬ 
merce  and  Industry,  will  be  held  July 
3id-18th,  at  Navy  Pier  Exhibition  Hall, 
in  celebration  of  the  opening  of  the 
St.  Lawrence  Seaway  and  Chicago’s 
emergence  as  a  new  world  port.  More 
than  67  nations  will  be  represented. 
An  attendance  of  150,000  buyers  and 
Imsinessmen  is  anticipated  by  Fair 
management. 


New  Fixtures.  A  new  fixture  assend)ly 
by  Bulman  Corporation  of  Grand 
Rapids  is  designed  to  function  as  a 
complete  semi-service  photographic  de- 
prtment.  It  consists  of  an  upper  dis¬ 
play  case  for  cameras,  a  unit  for  films 


TIL  AUGUST 

for  Equitable’s 
Completely  New 
shopping  bags 

Watch  for: 

"Soft-Grip  Handle"  and 

"Never-Touches- 

the-Ground" 

2  of  1 2  Distinctive 
Features 


^  PAPER  BAG  CO.,  INC. 

General  Offices  and  Northern  Bag  Plant: 
45-50  Van  Dam  Street,  Long  Island  City  1,  N.Y. 
PAPER  MILLS  AND  SOUTHERN  BAG  PLANT:  ORANGE,  TEXAS 


81  Big  Store  Fires  in  '58.  The  cost  of 
major  fires  to  mercantile  properties 
hit  an  all-time  high  of  more  than  $37 
million  in  1958,  according  to  a  Na- 
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Home  Furnishings 
Merchandisers : 

$3.00 

may  bring 
you 

$30,000 

By  reading  "The  Successful  Merchan¬ 
dising  of  Home  Furnishings  in  1959" 
—  fust  off  the  press. 

This  gives  the  complete  proceedings 
of  the  1959  Home  Furnishings  Con¬ 
ference. 

One  store  added  $48,000  gross  profit 
to  one  department  from  one  idea  it 
picked  up  at  a  Conference! 

•  28  proven  ideas  for  increasing 
grass  margin. 

•  Hern  merchandising 

e  stereo's  prospects  &  profitability 
e  housewares'  profitability 

•  increasing  furniture  profits  and 
sales 

e  other  vital  ideas 

ORDER  NOW! 

Price:  Members  $3,  others  $6. 

r“-“— —  —  —  — —  —  —  —  —  —  'j 

I  Merchandising  Division,  NRMA  I 
I  100  W.  31st  St.,  New  York  1,  N.  Y.  j 
I  I 

I  Please  send  me . copies  I 

I  of  "Successful  Merchandising  of  I 

I  Home  Furnishings  in  1959."  I 

I  Nome  .  I 

I  Store .  I 

I  I 

I  I 

I  City  &  State .  I 

I  Check  enclosed  ....  Bill  me  ... .  I 
I  Add  3%  sales  if  delivered  in  N.Y.C.  { 


ing  of  salesp)eople  but  the  industry 
should  offer  sales-training  aids,  includ¬ 
ing:  an  Institute-sponsored  course  for 
saiesp>eople;  regional  training  schools 
in  universities  located  in  key  market 
regions:  greater  use  of  mill  and  distrib¬ 
utor  sales  representatives  in  presenting 
product  information  and  selling  fea¬ 
tures  to  retail  salespeople.  Also  retail¬ 
ers  should  give  more  adequate  pay. 
For  all  people  engaged  in  the  selling 
of  carpet,  new  commission  policies 
were  suggested  as  incentives. 

School  Supplies  Promotion.  To  help 
the  stationery  department  take  advan¬ 
tage  of  back-lo-srhool  buying  traffic, 
the  Paper  Stationery  &  Tablet  Manu¬ 
facturers  .Association  (444  Madison 
■Avenue,  New  York  22)  offers  a  new 
free  promotion  kit.  It  includes  six 
arlvertising  mats,  local  news  releases 
and  other  material,  all  on  the  theme 
of  making  school  work  easier. 


High-Speed  Blanket  Deliveries.  Pq). 
perell  Manufacturing  Co.  says  it  now 
has  the  fastest  blanket  delivery  servitt 
in  the  world.  Provided  that  orders  art 
placed  in  multiples  of  four,  they  on 
be  filled  and  shipped  within  24  hours. 
The  orders  are  handled  by  an  IBM 
data  processing  system  in  the  Bidde- 
ford,  Maine  warehouse,  where  pre 
packed  blankets  are  stored  in  cartons 
of  four. 

Fashion  Guide.  Guide  for  Fashion 
Sales,  a  digest  of  adult  ready-to-weat 
fashions  for  fall  and  a  Junior  Guiot, 
giving  a  view  of  fall  1959  fashions  for 
children— both  by  the  Ladies’  Home 
Journal— are  being  distributed  to  met 
chandise  staffs  and  salespeople  in  180 
department  stores.  Free  copies  are 
available  from:  Mrs.  Eleanor  H.  Hag- 
Strom,  Fashion  Promotion  Coordi 
nator,  I.adies’  Home  Journal,  Inde 
pendence  Square,  Philadelphia  5. 


Credit  Conference  (Contitmed  from  page  22) 


The  customer  signs  a  master  agree¬ 
ment  when  she  makes  her  first  pur¬ 
chase  of  hard  goods  on  credit.  She 
thereby  agrees  to  pay  for  the  merchan¬ 
dise  in  equal  instalments  and  to  pay  a 
carrying  charge  based  on  each  month’s 
unpaid  balance. 

.A  minimum  payment  schedule  is 
fixed  and  charted  so  that  the  customer 
pays  out  the  original  purchase  in  12, 
18  or  24  months,  according  to  store 
policy  on  hard  goods  credit.  If  she 
wishes,  the  customer  can  increase  her 
monthly  remittance  and  take  a  shorter 
time  to  pay  in  full. 

The  account  has  no  fixed  limit. 
However,  the  interviewer  discusses 
with  the  customer  her  potential  shop¬ 
ping  needs  and  her  ability  to  pay 
greater  monthly  payments,  thus  estab¬ 
lishing  a  guide  limit  for  future  author¬ 
ization  purposes. 

.As  monthly  payments  decrease  the 
balance  owed,  an  open-to-buy  is  cre¬ 
ated  for  the  customer.  This  can  be 
used  for  additional  purchases  which 
are  charged  to  her  account  without  in¬ 
creasing  her  scheduled  payment.  How¬ 
ever,  she  can  also  charge  merchandise 
which  increases  her  balance  beyond 
the  amount  of  her  initial  purchase:  in 
this  case,  she  pays  a  higher  monthly 
instalment. 


I'he  customer  gets  a  monthly  state 
ment  which  shows  transactions  on  the 
account  to  date,  carrying  charge 
added,  and  a  “now  due’’  total. 

She  gets  a  form  of  identification 
(except  when  100  per  cent  authoria 
tion  is  required  for  add-on  purchases). 

Add-on  purchases  are  authorized 
from  the  selling  floor.  The  customer 
asks  the  salesclerk  to  charge  her  at 
count  and  signs  the  sales  check  (or  a 
memo  sales  check)  to  indicate  she  in 
tends  to  pay  for  the  item  in  accordance 
with  the  terms  of  her  master  agree 
ment. 

To  illustrate,  Landis  used  the  exam 
pie  of  an  initial  $500  purchase  to 
be  paid  in  $25  instalments  over  24 
months.  .After  six  months,  when  the 
balance  is  about  $.850,  without  earn 
ing  charge,  a  $300  purchase  raises  the 
balance  to  $650  and  monthly  instal 
ments  increase  by  $7,  to  $32. 

“Surely,”  Landis  said,  “this  would 
be  a  smaller  additional  strain  on  thf 
family  budget'  than  making  the  pur 
chase  on  a  separate  account  elsewhert 
w’here  $15  a  month  might  be  required 
This  feature  in  effect  ‘refinances’  the 
account  automaticallv  whenever  ar 
add-on  is  made,  and  insures  that  at 
any  point  the  balance  will  always  bf 
paid  out  in  at  least  24  more  month' 
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(or  sonu'  other  maximum  period 
for  which  the  schedule  might  be  de¬ 
signed).” 


Boflefits.  Other  advantages  of  such  a 
plan  actoiding  to  Landis,  are: 

If  the  ( ustomer  decides  to  pay  her 
account  in  a  shorter  time,  no  adjust¬ 
ment  of  carrying  charges  is  necessary 
and  no  rebate  need  be  made,  since  no 
charges  were  made  in  advance.  The 
store  gets  a  fair  income  that  is  tied 
directly  to  its  invested  capital  in  the 
receivable  that  month.  The  customer 
gets  incentive  to  pay  greater  amounts 
so  as  to  reduce  her  balance  and  save 
carrying  charges.  Delinquent  charge  is 
automatic,  for  if  payments  fall  behind, 
the  balance  is  higher  and  the  charge 
correspondingly  larger.  The  carrying 
charge  rate  is  low:  one  per  cent  is 
common,  compared  w'ith  1.5  per  cent 
on  revolving  credit  which  entails 
greater  risk  than  does  long-term  in¬ 
stalment  credit.  Ease  of  add-ons  pre¬ 
sents  promotional  possibilities  of  the 
open-to-buy  feature.  Eliminating  trips 
to  the  credit  office  for  authorization 
saves  time  of  customers  and  personnel. 


Legal  Question.  In  some  states,  Lan¬ 
dis  pointed  out,  legislation  regulating 
retail  instalment  sales  affect  continu¬ 
ous  type  instalment  contracts  which 
retain  the  store's  title  to  the  merchan¬ 
dise.  Therefore,  some  stores  have 
found  it  advantageous  to  give  the  cus¬ 
tomer  title  at  the  time  of  delivery,  thus 
treating  instalment  accounts  as  open 
charge  accounts. 


Promoting  Instalment  Accounts.  The 

growing  similarity  between  hard  line 
instalment  accounts  and  soft  g(x>ds 
revolving  credit,  and  in  some  stores  the 
actual  combination  of  the  two  into  all¬ 
purpose  accounts,  presents  wider  and 
more  flexible  promotion  opportunities 
for  selling  appliances,  furniture,  home 
furnishings,  etc.,  according  to  Frank 
D.  Kollmer,  general  credit  manager 
of  Alden’s,  Inc.,  Chicago. 

In  fact,  at  Alden’s,  he  reported  the 
modification  of  instalment  plans  was 
promotionally  inspired. 

"We  have  taken  those  features  of 
revolving  charge,”  he  said,  “which  are 
helieved  of  value  promotionally  and 
applied  them  to  our  instalment  terms. 
These  features  are  cycle  billing  of  all 
accounts  each  month  and  a  monthly 


service  charge  on  the  unpaid  balance, 
rather  than  a  carrying  charge  added  to 
each  purchase  at  the  time  of  sale.  We 
have  taken  advantage  of  this  opportu¬ 
nity  to  advise  a  customer  of  his  open- 
to-buy  on  each  statement.  Other  than 
these  changes,  we  have  maintained  our 
conventional  instalment  terms.  We 
open  one  account  for  a  customer  on 
which  he  may  purchase  any  merchan¬ 
dise  we  sell.” 

Kollmer  offered  these  promotion 
ideas  for  credit  plans  which  provide 
for  a  series  of  payments  (i.e.,  all  in¬ 
stalment  plans): 

Promote  budget  or  conventional  in¬ 
stalment  plans  by  the  same  methods 
widely  and  successfully  used  for  revolv¬ 
ing  charge  accounts:  i.e.,  brochures, 
applications  in  newspaper  ads,  wel¬ 
come  letters  to  newcomers,  radio  and 
TV  announcements,  etc. 

Have  a  mailing  piece  or  catalogue 
offering  a  special  price  on  desirable 
hard  line  merchandise  with  a  very 
nominal  down  payment. 

Have  a  12  to  15  week  personal  solici¬ 
tation  plan  under  which  a  customer 
gives  $1  weekly  to  a  solicitor  who  visits 
her.  In  return  for  her  dollar  she  gets 
a  stamp  of  equal  value.  When  the 
plan  is  completed,  the  customer  re¬ 
deems  the  stamps  towards  a  cash  or 
credit  purchase  of  $75  or  $100  or  more 
of  merchandise  at  the  store. 

Remind  the  customer  of  his  open- 
to-buy  frequently  and  emphatically. 
Kollmer  specifically  recommended: 

“Show  the  open-to-buy  on  each  state¬ 
ment  (if  you  have  monthly  billing). 
In  many  instances  this  can  be  a  by¬ 
product  of  your  billing.  .  .  . 

“Enclose  an  attractive  mailing  piece 
of  seasonal  merchandise  with  each  bill¬ 
ing  statement.  Also  tell  him  what  his 
payments  would  be  if  he  used  his  full 
open-to-buy.  Now  that  credit  is  estab¬ 
lished,  why  not  sell  future  add-ons  no¬ 
money-down?  Make  it  easy  for  him  to 
buy.  Perhaps  you  can  offer  a  special 
deal  on  small  appliances,  mixers,  steam 
irons,  table  radios,  portable  hi-fi  sets. 
Why  not  a  mailing  piece  with  a  num¬ 
ber  of  desirable  items,  telling  your  cus¬ 
tomer  that  if  his  order  totals  $50  or 
more  it  can  be  added  to  his  instalment 
account,  quite  often  without  an  in¬ 
crease  in  monthly  payment.” 

After  the  customer  pays  in  full, 
Kollmer  said,  “Let  him  know  that  his 
credit  is  still  good.  Furnish  him  with 
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a  preferred  customer  credit  card.  Re¬ 
mind  him  in  a  series  of  four  to  six  let¬ 
ters  that  he  has  an  open-to-buy.  Our 
efforts  are  concentrated  in  the  first 
three  months  after  a  customer  pays  an 
account  in  full.  We  have  found  that 
beyond  this  point,  the  jjer  cent  of 
reactivation  from  a  promotion  declines 
rapidly.” 

Junior  Accounts 
For  Teen-Agers 

Mrs.  KAY  CORINIH,  merchan¬ 
dise  director  of  Seventeen  Maga¬ 
zine,  urged  aggressive  promotion  of 
charge  accounts  to  teen-agers  and 
offered  this  10-point  promotion  plan, 
with  the  suggestion  that  it  be  put  in 
operation  in  time  for  back-to-school 
this  fall: 

1.  Organize  a  program  that’s  appro¬ 
priate  for  your  store.  Decide  the  kind 
of  credit  plan  to  offer— revolving,  op¬ 
tion,  etc. 

2.  Give  it  a  special  name  designat¬ 
ing  it  as  an  account  for  juniors— but 
don’t  use  the  word  “teen.” 

3.  Design  special  application  forms. 
Be  sure  to  ask  age  so  that  the  juniors 
can  be  converted  to  regular  accounts 
when  they  reach  the  age  limit. 

4.  Design  a  special  identification 
card. 

5.  Launch  the  program  with  an 
educational  program.  Ask  the  local 
board  of  education  to  bring  classes  to 
your  store  for  instruction  in  credit, 
how  to  use  it  and  what  it  means. 
Use  your  junior  plan  as  an  example: 
if  your  approach  is  wncommercial, 
schools  will  gladly  participate. 

6.  Have  the  publicity  department 
send  all  local  papers,  including  school 
papers,  news  stories  on  your  new  cred¬ 
it.  Hold  a  press  conference  for  editors 
of  school  papers. 

7.  If  you  have  a  teen  board  or  fash¬ 
ion  board,  explain  the  program  to 
them  and  offer  them  the  privilege  of 
being  charter  members  of  the  plan. 

8.  Use  every  promotion  vehicle: 
direct  mail;  newspaper  ads  in  local 
papers  and  school  papers;  meetings  of 
salespeople  in  teen  and  junior  depart¬ 
ments  to  inform  them  of  the  program; 
store  signs  and  posters;  bill  enclosures 
to  parents  pointing  out  advantages  of 
accounts  for  their  youngsters.  Extend 
bonuses  for  opening  new  accounts  to 


include  teen  accounts.  Ask  the  store’s 
fashion  coordinator  to  feature  the  plan 
in  her  next  young  fashion  show. 

9.  Offer  a  premium  or  gift  to  those 
opening  accounts  during  the  initial 
period  of  a  week  or  two. 

10.  Don’t  let  the  program  die.  Re¬ 
peat  it  year  after  year. 

Stores'  Experiences.  Mrs.  Corinth  also 
reported  on  a  survey  of  stores  which  she 
conducted  to  find  out  what  they  w'ere 
doing  w'ith  junior  charge  accounts.  She 
gave  these  facts:  One-third  (82)  of  the 
253  stores  that  responded  offer  credit 
to  teen-agers.  Of  these  82,  51  stores 
have  a  planned  promotion  program 
and  more  than  half  of  these  programs 
were  started  in  1958.  Tw’o  stores  report¬ 
ed  eligibility  at  age  12,  the  majority 
specified  14-15-16  as  the  beginning  age. 
Thirty-two  of  the  51  stores  offer  re¬ 
volving  credit:  20  stores  offer  .30-day 
charge  accounts:  seven  use  coupon  or 
scrip,  eight  have  miscellaneous  plans. 
Parents’  approval  is  rccjuired  by  36  of 
the  51  stores  but  only  15  require  par¬ 
ents  to  guarantee  the  account.  The 
majority  give  the  teen-ager  an  identi¬ 
fication  card  or  charge-plate  and  have 
all  teen-age  credit  sales  authorized. 

“.Stores  were  unanimous,”  Mrs.  Cor¬ 
inth  concluded,  “in  reporting  favor¬ 
able  collection  experience.  Only  one 
store  reported  unfavorably.  In  fact, 
we’ve  had  retailers  tell  us  personally 
that  these  young  debtors  often  pay 
better  than  their  parents.” 

All-Year  Promotion 
To  Old  Accounts 

SPEAKING  at  the  session  for  smaller 
stores,  Robert  C.  Conlogue,  credit 
sales  manager  of  Cox’s,  Inc.,  McKees- 
jxjrt.  Pa.,  urged  steady,  year-round  pro¬ 
motions  for  reactivating  old  accounts 
instead  of  the  "on-again,  off-again” 
methods  that  prevail. 

He  told  how  he  carries  on  such  a 
continuous  program  of  account  reacti¬ 
vation  by  mailing  monthly  to  inactive 
accounts.  For  six  months  of  the  year, 
the  mailing  is  a  simple  printed  mes¬ 
sage  in  color.  For  the  other  six  months, 
gimmicks  are  used.  For  instance,  a 
blank  w'ater  sensitive  postcard  said, 
“I’ll  tell  you  a  secret,  just  dip  me  in 
water.”  Wetting  the  card  made  the 
message  visible. 


Conlogue  said  he  is  now  planning  to 
send  out  the  metal  nameplate  portion 
of  the  addressograph  plate  frame,  to 
be  attached  with  scotch  tape  to  the 
top  of  a  form  letter.  The  letter  will 
say  he  caught  the  file  clerk  as  she  was 
about  to  destroy  the  name  plate  in 
order  to  bring  the  files  up  to  date  but 
returning  the  metal  name  plate  will 
keep  the  customer  on  the  mailing  lUt 

In  addition  to  direct  mail,  Conlogut 
recommended  telephoning  inactive 
customers  to  remind  them  of  their  ac¬ 
counts  and  using  short  inserts  in  daily 
newspaper  ads.  He  concluded  with 
these  specific  suggestions: 

“1.  Play  up  some  special  service  at 
particular  seasons,  such  as  fur  storage 
in  spring. 

“2.  .\im  for  the  season-change-it’s 
a  natural  for  promotional  account 
use. 

“3.  I’se  the  blank-statement  idea 
once  in  a  while— it  can  be  effective  if 
used  sparingly.  .  .  .  The  envelope 
should  have  an  attention-stopjier. 

“4.  On  a  departmental  change,  such 
as  enlargement  or  remodeling,  tie  in 
the  announcement  with  the  inactive 
account. 

“5.  L^se  a  manufacturer’s  showing, 
such  as  sjjecial  fur  representatives  in 
.August,  as  an  account  reactivation 
tie-in. 

“6.  Mail  to  present  accounts  saying. 
‘We’d  like  to  meet  more  people  like 
you.’  Get  your  present  customers  to 
suggest  new  ones  and  at  the  same  time 
stimulate  their  own  account  usage. 

“7.  Use  a  ‘get-acquainted  time’  idea 
for  account  reactivation.” 


Automation  in 

Accounts  Receivable 

The  practical  application  of  elec¬ 
tronic  data  processing  to  accounts 
receivable  is  very  close,  Milton  Woll 
told  the  CMD  conference  session  on 
billing.  Woll,  an  associate  in  Bod 
Allen  &  Hamilton  and  a  former  direc¬ 
tor  of  the  NRMA  Retail  Research  In¬ 
stitute,  drew  attention  to  several  sig¬ 
nificant  developments. 

Punched  Card  Processing.  Punched 
card  sales  checks  are  now  in  routine 
use  in  several  stores.  This  develop 
ment  is  out  of  the  expserimental  stage. 
Performance  data  and  systems  can  be 
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0  obuined  from  equipment  makers. 

D  "In  our  opinion,”  said  Woll,  “a 
0  store  of  approximately  $10  million 
e  toul  annual  volume  and  about  $6  mil- 
li  lion  of  credit  volume  should  find  it 
»  possible  to  convert  its  accounts  receiv- 
B  jbie  system  from  manual  to  punched 
t  ard  processing  via  a  punched  card 
II  ^  check,  at  least  break  even  in  cost 
L  jnd  possibly  secure  other  benefits.  Be- 
t  low  this  level,  there  is  some  question 
t  in  our  mind  which  can  be  settled  only 
bv  reference  to  the  individual  store’s 
I  operation  and  policies.” 

1 

Computer  Installations.  Hartheld’s  has 
t  begun,  and  Macy’s  will  begin  in  1961, 
;  to  use  a  computer  to  process  all  ac¬ 
counts  receivable.  The  Hartfield  ex¬ 
periment  is  confined  for  the  time  be¬ 
ing  to  selected  stores  nearest  the  New 
York  office.  It  is  based  on  an  IBM  650, 
a  medium-sized  computer,  using  both 
punched  cards  and  magnetic  drum 
memory.  The  stores  will  send  sales 
checks  to  the  New  York  office  to  be 
key  punched  with  account  number 
and  amount.  Item  description  will  not 
be  shown  on  the  statement,  which 
renders  a  previous  balance,  purchases 
by  amounts,  net  balance  and  balance 
due.  The  apparel  chain  has  been  us¬ 
ing  the  650  successfully  for  merchan¬ 
dise  control  since  1956.  “Any  experi¬ 
ment  by  this  company,”  Woll  com¬ 
mented,  “should  be  watched  closely.” 

Macy’s  announcements  about  its  ap¬ 
proach  to  accounts  receivable  automa¬ 
tion,  with  an  NCR  304  computer  and 
other  NCR  equipment,  have  high¬ 
lighted  these  points:  (1)  At  the  start 
it  will  not  involve  the  use  of  input 
equipment  on  the  sales  floor.  Point- 
of-sale  equipment,  using  punched 
paper  tape  and  NCR  adding  machines 
also  equipped  with  punched  pap>er 
tape,  will  be  used  off  the  selling  floor 
to  process  sales,  credits  and  payments. 
The  paper  tape  will  be  used  as  direct 
input  for  the  system.  Customer  ac¬ 
counts  will  be  maintained  on  magnetic 
tape. 

(2)  Numeric  coding  of  accounts,  an 
absolute  requirement  of  automation, 
will  not  involve  as  great  a  switch  for 
Macy’s  as  for  most  stores.  Macy’s  ac¬ 
counts  have  always  been  numeric,  al¬ 
though  the  new  system  will  bring  with 
it  a  change  to  an  eight-digit  account 
number. 

I  (3)  W’ith  computer  computation 


and  preparation  of  the  statement,  sales 
checks  will  no  longer  accompany  the 
bill.  Brief  item  descriptions  on  the 
statement  will  have  to  be  keyed  to  a 
code.  The  preparation  of  such  a  code 
is  a  big  job,  but  again  Macy’s  starts  a 
little  ahead  of  most  stores:  “Imprinted 
right  now  on  the  back  of  the  Macy 
bill,”  Woll  pointed  out,  “and  ccxled  to 
a  department  number  on  the  front,  are 
about  200  departmental  definitions  in 
rather  fine  detail.  This  public  infor¬ 
mation  is  well  worth  your  Icxiking  at.” 

Character  Recognition  Equipment.  Re- 

ently  announced  experiments  with  op 
tical  scanning  equipment  and  with 
magnetic  readers  offer  the  promise 
that  it  may  soon  be  possible  to  use' the 
sales  check  itself  as  the  input  medium 
in  an  EDP  system.  This,  said  Woll, 
will  lie  a  major  breakthrough  in  the 
adaptation  of  EDP  to  department 
store  requirements. 

There  is  no  doubt,  W^oll  said,  that 
electronic  equipment  will  be  widely 
adopted  by  retailing,  that  it  will  make 
radical  changes  in  the  accounts  receiv¬ 
able  operation,  and  that  to  prepare 
for  it  will  require  re-examination  of 
some  orthodox  attitudes. 

For  example,  the  old  arguments 
against  centralized  billing  may  no 
longer  hold  up,  when  it  is  necessary  to 
balance  the  value  of  in-person  traffic 
against  the  advantages  of  centralized 
processing  of  data  for  ail  statistical 
and  accounting  functions.  The  con¬ 
cept  of  cycle  billing  itself  may  be  in 
cjuestion.  Credit  managers,  faced  with 
the  opportunities  electronic  equip¬ 
ment  will  offer  them  to  improve  con¬ 
trols  almost  indefinitely,  will  have  to 
decide  how  much  each  possible  im¬ 
provement  is  worth.  “How  much  con¬ 
trol  do  you  now  have  and  how  much 
do  you  want?”  W'^oll  asked.  “Electronic 
equipment  can  do  the  job  as  complete¬ 
ly  as  you  desire,  but  for  a  cost.  .  .  .  We 
cannot  depend  on  equipment  manu¬ 
facturers  to  design  both  the  system  and 
the  equipment.  We  must  decide  what 
we  want  to  achieve  first,  if  we  are  ever 
to  achieve  it.” 

VV^oll  concluded  by  reminding  the 
credit  managers  again  that  automation 
will  require  numerical  identification 
of  accounts,  and  advising  them  to 
study  and  support  some  form  of  uni¬ 
versal  identification  numbers.  “You 
cannot  proceed  independently,”  he 


said,  “without  facing  possible  chaos. 
If  stores  do  not  work  together,  if  cus¬ 
tomers  are  required  to  carry  multiple 
account  identification,  not  only  of 
stores  but  of  banks.  Diner’s  Club,  oil 
companies.  Carte  Blanche  and  all  the 
other  plans  that  are  springing  up,  they 
will  revolt.  They  will  demand  coordi¬ 
nation  and  they  should.  . . .'  Proposals 
for  a  single  identification  number  for 
each  person  or  family  in  the  country 
are  not  as  visionary  as  may  appear  on 
first  consideration.” 

A  Procedure  for 
Controlling  Errors 

JOHN  S.  MEROLLA,  assistant  credit 
sales  manager  of  Gimbel’s,  New 
York,  described  the  system  used  in  the 
bill  adjustment  departments  of  the 
Gimbel  chain  to  record,  classify,  tabu¬ 
late  and  analyze  errors.  Its  twofold 
purpose,  he  said,  is  to  (1)  adjust  errors 
as  quickly,  accurately  and  inexpensive¬ 
ly  as  possible,  and  (2)  prevent  addi¬ 
tional  complaints  or  inquiries  on  the 
same  bill  complaint. 

The  method,  which  was  developed 
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by  Gimbel  executives  in  cooperation 
with  the  Research  Bureau  of  Retail 
Training  of  the  University  of  Pitts¬ 
burgh,  w’orks  as  follows: 

There  are  six  categories  into  which 
complaints  are  classified.  After  the 
adjuster  takes  care  of  a  complaint  she 
codes  it  with  the  appropriate  number. 
At  the  end  of  the  month,  a  report  is 
compiled  showing  adjustments  by  cate¬ 
gory  and  source  of  error  and  a  com¬ 
parison  with  last  year’s  figures.  This 
isolation  of  errors  makes  it  possible  to 
correct  them  at  the  source.  If  the 
credit  department  is  at  fault,  meetings 
are  held  with  the  staff  to  advise  them 
of  the  situation  and  to  work  out  a 
remedy.  If  an  individual  in  the  credit 
tlepartment  is  responsible,  she  is  asked 
to  correct  it  and  is  thereby  made  aware 
of  the  importance  of  accuracy  in  her 
work. 

For  errors  in  other  departments, 
each  manager  is  informed  of  the  types 
and  frequency  of  errors  in  his  area. 
He  also  gets  an  error  correction  form, 
bearing  a  brief  description  of  the  mis¬ 
take,  and  the  original  sales  check,  mer¬ 
chandise  credit  or  other  paper  which 
the  customer  returned.  copy  of  the 
correction  form  is  kept  by  the  bill 
adjustment  department. 

The  monthly  statistics  are  reported 
to  the  training  department  which  then 
issues  bulletins  and  bulletin  board 
notices  containing  information  on 
proper  procedure  and  suggestions  to 
aid  salespeople.  The  information  also 
helps  in  the  training  of  new  employees. 

The  reports  are  also  exchanged 
among  the  stores  in  the  Gimbel  chain. 

Merolla  also  described  two  other 
procedures  in  Gimbel’s  bill  adjust¬ 
ment  department  which  help  increase 
collection  percentage,  improve  cus¬ 
tomer  relations  and  increase  sales  vol¬ 
ume. 

(1)  A  liberal  adjustment  policy  al¬ 
lows  adjustment  without  investigations 
on  all  small  amounts  and  sometimes 
on  larger  balances. 

(2)  To  prevent  recurrence  of  the 
same  complaint  or  inquiry  on  an  ad¬ 
justment  in  question,  a  “hold  bill 
form,”  which  has  the  adjuster’s  name 
on  it,  is  attached  to  the  account  at 
the  time  of  adjustment.  The  correc¬ 
tion  appears  on  the  customer’s  state¬ 
ment  which  is  reviewed  by  the  adjust¬ 
er  before  it  is  mailed.  A  form  letter 
advises  the  customer  of  the  error’s  cor¬ 


rection.  .\nd  in  cases  of  time-consum¬ 
ing  adjustments,  the  account  is  noted 
to  avoid  the  |x>ssibility  of  a  dun  while 
action  is  pending. 

Benefits  of  Higher 
Floor  Release  Limits 

HOW  Winkelman’s,  by  increasing 
Hoor  release  limits  on  the  basis  of 
a  “calculated  risk,”  achieved  a  45  per 
cent  reduction  in  authorizing  payroll 
costs  and  a  saving  in  credit  depart¬ 
ment  operating  costs  of  4.4  per  cent 
in  1957  and  .S.l  per  cent  in  19.58  was 
told  by  William  H.  .Sasser.  The  gen¬ 
eral  credit  manager  said  batl  debt  ex¬ 
pense  has  risen  but  not  enough  to  off¬ 
set  the  payroll  savings. 

Sasser  did  not  advise  all  stores  to 
increase  floor  release  limits,  l)ut  urged 
that  bad  debt  expense  be  considered 
only  an  operating  expense  rather  than 
a  measure  of  the  credit  executive’s 
effectiveness.  Low  bad  debt  write-off, 
he  said,  does  not  necessarily  mean  a 
low  cost  credit  operation. 

These  are  the  facts  and  statistics 
Sasser  related:  Fhe  change  took  place 
in  December,  1956.  Prior  to  that  time 
no  credit  office  approval  was  required 
on  purchases  of  $5  or  less  without 
plate:  revolving  charge  purchases  of 
SI 5  or  less  with  credit  plate:  and  .SO- 
day  charge  purchases  of  S25  or  less  with 
plate.  These  limits  were  permitting 
66..S  per  cent  of  all  charge  transactions 
ami  .S2.8  per  cent  of  total  charge  dollar 
volume  to  be  released  without  author¬ 
ization:  also  credit  plate  carriage  was 
80  per  cent:  75  per  cent  of  credit  sales 
were  revolving  charge  sales,  and  aver¬ 
age  charge  transaction  was  $12.50. 

Projected  calculations  showed  that 
changing  floor  release  limits  to  $5  for 
all  charge  purchases  without  plate  and 
S50  for  all  charge  purchases  w'ith  plate 
would  increase  to  81.5  per  cent  the 
number  of  transactions  and  to  59.2  per 
cetit  the  dollar  charge  volume  released 
without  approval.  Authorizing  costs 
would  be  reduced  45  per  cent  and  au- 
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thorizing  control  would  be  n 
39  per  cent. 

The  calculated  increase  in 
limits  was  put  into  effect  and  tin 
the  comparative  figures  Sasser  ga' 
bad  debt  ex|)ense  and  authorizing 
roll,  expressed  as  a  per  cent  of 
department  operating  costs: 


Bad  Debt  Expense 
Authorizing  Payroll 


1956 

13.2 

7.2 


1957 

12.68  lUl 
3.2  M 


He  explained  that  a  comparisQi|»(ii| 
these  statistics  was  made  with  oAn 
stores  in  the  trading  area  and  it  indtH 
fated  that  the  rise  in  bad  delits  fm^l 
1957  to  1958  was  caused  by  etonoiicl 
conditions. 


Experience  With 
An  Area  Plate 


Richard  F.  DATZ,  credit  ma 
ger  of  .VI.  .A.  Felman  Coinpaiij||fl 
Joliet,  Ill.,  reported  on  the  first  ye«rt| 
experience  of  the  Joliet  Credit  Pll 
Group  with  a  plastic  city  plate  hanioil 
no  store  notch  or  number,  and  on  dKl 
survey  of  the  CMD  Authorizing  Pnnfl 
cedures  Committee  of  stores  ani| 
groups  that  have  changed  from  inelA 
to  plastic  cards.  These  experier 
show,  he  said,  that  the  plastic  card  h.| 
reduced  labor  and  record-keep 
costs,  has  received  customer  at  ceptad 
and  making  the  changeover  fro 
metal  to  plastic  has  involved  no  setiif 
ous  problems. 

Joliet’s  four-store  association,  I^| 
reported,  derived  two  chief  Itenefi 
(1)  New  charge  customers  for  me 
ber  stores  without  credit  departu 
interviews  for  ojjening  new  ac(()un|^ 
and 

(2)  A  cost  saving  in  1958  of  9.3| 
cents  per  plate. 

A  third  advantage  Datz  related:  i 
that  the  number  of  customers  car 
ing  cards  has  risen  from  65  jjer  cent  i 
80  per  cent. 

He  concluded:  “The  area  identifklfl 
tion  card  is  coming  in  the  near  futui^ 
and  the  sooner  we  as  credit  manag 
and  bureau  managers  do  something  I 
get  it  started  in  our  communities,  tlltfl 
less  chance  we  have  of  the  Dine^ 
Club,  the  newly  formed  American 
press  Group,  the  Hilton  Hotel  Grou 
and  many  more  of  them  that  will 
springing  up,  getting  into  the  depafl 
ment  store  field.” 
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